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REPORT  OF 


The  Secretary  of  Agriculture 
1962 

THE  SECOND  YEAR 

The  second  year  of  this  Administration — 1962 — brought  both  a 
continued  improvement  in  the  farm  economy  and  a  new  direction  in 
agricultural  policy. 

Upswing 

The  farm  economy  grew,  as  these  figures  indicate : 

Net  realized  farm  income  increased  to  $12.9  billion — $1.2  billion 
more  than  in  1960  and  the  highest  farm  net  income  since  1953. 

Realized  net  income  per  farm  was  at  $3,500 — compared  with 
$3,360  in  1961  and  $2,961  in  1960. 

The  per  capita  personal  income  of  farm  people  from  all  sources 
was  estimated  at  $1,430  in  1962,  as  against  $1,373  in  1961,  and 
$1,255  in  1960. 

Total  agricultural  assets  at  the  end  of  1962  were  a  record  $214 
billion.  This  record  high  contrasts  with  $208  billion  at  the  begin- 
ning of  1961  and  $200  billion  in  1960. 

Rural  credit  extended  by  the  Farmers  Home  Administration 
during  1962  for  farm  ownership  and  farm  and  rural  improve- 
ments was  50  percent  more  than  in  1961  and  more  than  double 
that  of  1960. 

Rural  area  development  activity  went  on  in  close  to  2,000  coun- 
ties— compared  with  200  counties  in  1960. 

Further  expansion  was  made  in  the  quantity  and  quality  of  food 
distributed  to  children's  institutions  and  the  needy.  The  pilot 
food-stamp  program  which  was  tried  out  in  eight  test  areas  in  1961 
was  in  process  of  being  expanded.  At  yearend  programs  were 
operating  in  19  areas. 

The  Food  for  Peace  program  was  further  increased  and  total 
agricultural  exports  reached  a  new  high. 

Soil,  water,  and  forest  conservation  was  speeded  up  through 
greater  efficiency  and  improved  methods  that  reduce  costs. 

The  feed  grain  and  wheat  programs  cut  back  the  enormous 
carryovers  of  these  crops  and  brought  the  end  of  heavy  feed  grain 
and  wheat  surpluses  almost  within  reach. 
The  effects  were  apparent  throughout  rural  America.   Deposits  in 
rural  banks  were  up  6  percent  in  1961  from  1960.   Sales  of  farm  ma- 
chinery in  1962  ran  7  percent  higher  than  in  1961,  and  1961  sales  were 
substantially  higher  than  in  1960.  Business  along  the  Main  Streets  of 
the  Nation  increased  in  1961  and  registered  another  gain  in  1962. 
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Farm  Prices  and  Income 

The  realized  net  income  of  farm  operators  in  1962  is  estimated  at 
$12.9  billion.  Thus,  the  improved  income  level  achieved  in  1961  was 
slightly  exceeded  in  1962. 

Cash  receipts  from  farm  marketings  for  1962  were  estimated  at  $35.7 
billion,  1.4  percent  larger  than  in  1961.  Receipts  from  livestock  and 
livestock  products  totaled  $19.8  billion,  2.2  percent  above  1961. 
Receipts  from  crops  were  $15.9  billion,  about  the  same  as  the  year 
before,  with  higher  average  prices  offsetting  smaller  marketings. 

Total  Government  payments  to  farmers  were  $1.8  billion  in  1962, 
$300  million  higher  than  in  1961,  with  both  the  wheat  and  feed  grain 
programs  in  effect  for  the  full  year. 

Realized  gross  income  was  $40.6  billion,  up  nearly  $750  million  from 
1961. 

Production  expenses  of  farm  operators  also  increased  during  1962, 
reaching  27.7  billion,  about  $600  million  more  than  the  year  before. 
All  major  components  of  the  parity  index — expenses  for  family  living, 
production,  interest,  taxes  and  farm  wage  rates — were  higher  in  1962. 
As  has  been  true  for  many  recent  years,  the  largest  increases  were  in 
interest,  taxes,  and  wage  rates. 

Agricultural  Exports 

U.S.  agricultural  exports  for  the  fiscal  year  ended  June  30, 1962,  were 
$5.1  billion,  4  percent  above  the  previous  year's  record  of  $4.9  billion. 
Most  of  the  increase  in  exports  in  1961-62  over  the  previous  year  was 
brought  about  by  wheat  and  feed  grains,  the  leading  U.S.  farm  surplus 
commodities. 

Farmland 

Market  values  of  farm  real  estate  resumed  their  upward  trend  in  the 
year  ended  November  1962,  with  an  advance  of  4  percent  nationally. 
The  total  market  value  of  farmland  and  buildings  was  estimated  at 
$141  billion  on  July  1,  1962,  which  is  $6  billion  above  a  year  earlier. 
The  November  1962  land  value  was  $126  per  acre  or  about  $13,000  per 
farm. 

A  New  Direction 

But  "upswing"  is  only  half  of  the  story  of  agricultural  progress  in 
1962.  The  other  half  is  described  by  the  phrase  "a  new  sense  of  purpose 
and  direction." 

For  the  past  30  some  years — except  for  the  war  years — the  Nation's 
principal  agricultural  concern  has  been  with  problems  of  overproduc- 
tion. Though  there  were  some  tentative  approaches  to  the  problems 
of  rural  poverty,  the  strides  in  this  area  were  so  few  and  feeble  as  to  be 
almost  negligible.  The  year  1962,  however,  was  marked  by  a  growing 
public  consciousness  that  the  problems  of  rural  poverty  and  overpro- 
duction must  be  solved  together — that  new  resources  must  be  brought 
into  rural  communities  to  stimulate  economic  activity  and  rebuild  the 
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rural  America.  The  most  significant  aspect  of  the  year's  most  im- 
portant farm  legislation — the  Agricultural  Act  of  1962 — was  the  long 
overdue  recognition  that  farm  policy  must  take  account  not  only  of 
farm  commodity  problems  but  also  of  rural  community  problems 
Thus  was  initiated  the  first  new  direction  in  farm  policy  since  the 
1930's. 

Program  for  the  1960's 

The  upswing  and  new  direction  were  in  large  part  the  result  of  forces 
set  in  motion  by  this  Administration.  The  agricultural  message  of 
January  31,  1962,  clearly  outlined  the  goals  to  be  sought.  It  recom- 
mended for  the  consideration  of  the  Congress  an  agricultural  "program 
for  the  1960's."  The  program  was  compounded  of  both  the  new  and 
the  old.  It  was  new  in  its  concept  of  a  total  approach  to  a  general  and 
chronic  agricultural  problem ;  but  it  was  old  in  that  it  built  on  program 
methods  and  tools  that  had  proved  their  worth  in  the  past. 

The  agricultural  program  for  the  1960's  set  up  four  broad  goals: 
Abundance — Balance — Conservation — Development. 

Abundance  emphasized  food  and  its  uses,  both  in  the  affluent  society 
that  is  America,  and  in  a  world  which  is  a  long  way  from  satisfying 
the  food  needs  of  its  people.  It  aimed  at  expanding  domestic  and 
international  uses  for  food  and  fiber.  It  sought  to  employ  food  as 
an  instrument  of  development  and  good  will — to  strengthen  friendly 
economies  and  to  develop  export  markets. 

Balance  was  concerned  with  the  management  of  abundance — to 
maintain  farm  income  through  the  establishment  of  a  reasonable  bal- 
ance between  supplies  and  needs. 

Conservation  and  efficient  use  of  natural  resources  were  emphasized 
to  provide  adequate  food  for  all,  now  and  in  the  future ;  to  conserve 
soil  and  water ;  to  expand  opportunities  for  recreation ;  and  to  insure 
that  land  resources  are  used — not  set  aside,  not  idled. 

Development  emphasized  the  creation  of  new  opportunities  and  new 
incentives  for  those  who  live  in  rural  America  through  improvements 
in  education  and  training,  through  developing  new  and  profitable  uses 
for  land  producing  unneeded  crops,  through  efforts  to  bring  new  job 
opportunities  to  rural  communities,  and  through  an  aggressive  leader- 
ship effort  by  local  citizens  in  their  own  communities. 

This  common  sense  program  comprised  the  ABCD's  of  agriculture. 
It  added  up  to  a  land  use  rather  than  a  land  idling  program. 

Farm  Legislation 

Through  the  Agricultural  Act  of  1962  and  other  legislation,  the 
Congress  provided  important  tools  and  authorizations  for  bringing 
this  comprehensive  ABCD  program  to  reality.  In  particular  it  gave 
emphasis  to  the  balance  and  development  aspects  of  our  proposals. 
The  Agricultural  Act  of  1962  authorized  a  continuation  of  the  volun- 
tary feed  grain  programs  which  were  so  successful  in  cutting  back 
production  in  1961  and  1962  and  in  reducing  the  feed  grain  surplus. 
It  also  provided  for  a  continuing  voluntary  program  for  wheat  in 
1963  and  the  beginning  of  a  permanent  two-price  marketing  certificate 
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program  for  wheat  in  1964,  subject  to  approval  by  two-thirds  of  the 
farmers  voting  in  a  referendum.  (In  the  referendum  held  May  21, 
1963,  farmers  rejected  the  1964  wheat  program.) 

In  addition,  the  Agricultural  Act  of  1962  and  other  legislation  en- 
acted in  1961  and  1962  provided  effective  machinery  for  the  launching 
of  an  unprecedented  effort  to  increase  the  standard  of  living  through- 
out rural  America.  The  Department  of  Agriculture  is  now  able  to 
help  rural  communities  obtain  loans  and  grants  to  develop  new  indus- 
try, build  community  facilities,  and  carry  out  training  programs  to 
teach  new  skills.  For  the  first  time,  recreation  was  recognized  as  a 
national  objective  for  the  Department's  programs.  Congress  wrote 
into  law  a  new  multiple-purpose  concept  in  the  use  of  private  lands 
by  authorizing  the  Department  to  enter  into  cost-sharing  agreements 
and  loans  with  individual  farmers  and  local  groups  to  develop  wild- 
life and  recreational  resources.  It  also  authorized  long-term  housing 
loans  to  residents  of  rural  communities,  as  well  as  a  special  housing 
program  for  farm  and  rural  residents  who  are  62  years  of  age  or 
over. 

All  this  adds  up  to  a  new  dimension  for  economic  growth  in  rural 


The  Common  Market 


Another  measure  of  the  highest  significance  in  view  of  problems 
emerging  out  of  the  European  Common  Market  was  the  passage  of 
the  Trade  Expansion  Act  of  1962,  which  provides  new  mechanisms  to 
help  U.S.  agriculture  and  U.S.  farm  products  compete  effectively  for 
foreign  markets. 

The  protectionist  tendencies  which  have  appeared  in  the  agricul- 
tural policy  of  the  European  Common  Market  give  cause  for  grave 
concern.  In  numerous  meetings  with  Common  Market  officials,  repre- 
sentatives of  the  Department,  including  the  Secretary  and  Under 
Secretary,  have  made  the  strongest  possible  representations  for  an 
adjustment  of  the  extreme  restrictions  which  had  been  proposed. 

We  have  pointed  out  that  the  Community,  as  the  world's  largest  im- 
porter of  agricultural  products,  has  a  moral  as  well  as  a  practical  re- 
sponsibility to  the  rest  of  the  world ;  and  we  have  insisted  that  rules 
of  international  trade  in  agricultural  products  should  be  developed 
that  allow  efficient  producers  to  compete  for  markets  on  a  fair  basis. 

We  also  have  emphasized  that  protectionism  is  like  a  contagious 
virus  that  can  spread  from  one  body  to  another,  since  neither  we 
nor  other  nations  can  follow  liberal  trade  rules  if  protectionism  is  the 
new  order  of  the  day  among  trading  partners. 

Other  Highlights  of  USDA  Activity — Important  Conferences 

In  January  1962,  two  important  conferences  were  held  at  the  De- 
partment :  The  first  on  "Food  and  People,"  the  second  on  "Land  and 
People,"  to  focus  attention  on  and  stimulate  discussion  and  under- 
standing of  food  and  land  as  two  vitally  important  keys  to  future 
peace  and  well-being.  That  same  month  a  Milk  and  Nutrition  Con- 
ference was  held — with  the  President  of  the  United  States  the  key- 
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note  speaker — to  help  counteract  unscientific  faclist  notions  about  milk 
and  stimulate  much  needed  information  on  the  role  of  dairy  products 
in  a  balanced,  healthful  diet. 

Spearheading  the  drive  to  revitalize  rural  America,  the  Depart- 
ment, during  the  fall  of  the  year,  sponsored  a  series  of  five  Land  and 
People  Conferences.  Some  10,000  rural  and  urban  leaders  attended 
these  conferences  held  at  St.  Louis,  Mo. ;  Portland,  Oreg. ;  Denver, 
Colo. ;  New  Orleans,  La. ;  and  Philadelphia,  Pa.  From  these  confer- 
ences two  dominant  thoughts  emerged : 

First,  we  can  build  a  firm  foundation  for  permanent  prosperity  in 
rural  America  by  pooling  the  resources  of  local  communities  with 
those  of  the  local,  State,  and  Federal  Governments. 

Second,  what  must  be  done  in  rural  America  can  only  be  done 
through  local  leadership  and  local  initiative. 

The  Estes  Case 

During  1962,  the  Department  cooperated  with  two  Congressional 
committees  investigating  the  affairs  of  Billie  Sol  Estes,  a  Texas  busi- 
nessman who  since  has  been  indicted  and  convicted  of  defrauding 
farmers  and  others  by  selling  nonexistent  fertilizer  equipment.  The 
committees  were  concerned  with  Estes'  relations  with  the  Department. 
Allegations  were  made  of  special  benefit  and  favored  treatment  in 
extensive  grain  storage  and  cotton  growing  operations  conducted 
by  Estes.  Investigations  conducted  by  the  Department  and  the  com- 
mittees failed  to  substantiate  these  allegations.  They  did  indicate 
that  the  Government  did  not  lose  any  money  through  its  business 
relations  with  Estes.  There  was  evidence  of  poor  administrative 
practices  and  of  a  very  tangled  and  complicated  situation  with  regard 
to  the  transfer  of  pooled  cotton  acreage  allotments.  Immediate  steps 
were  taken  to  correct  the  administrative  deficiencies  and  to  strengthen 
Department  regulations  to  prevent  similar  situations  from  recurring. 

ASCS  Reorganization 

The  Agricultural  Stabilization  and  Conservation  Service  was  reor- 
ganized in  mid-November  to  provide  for  a  simpler  straight  line 
organizational  structure  and  eliminate  a  previously  existing  diffusion 
of  responsibility  and  authority  among  several  deputy  administrators. 
This  reorganization  will  improve  and  simplify  ASCS-operated  pro- 
grams, strengthen  internal  communications  and  increase  administra- 
tive efficiency,  including  more  effective  supervision  of  State  and 
county  office  operations. 

Revitalizing  Farmer  Committees 

Efforts  were  continued  to  strengthen  the  farmer  committee  system 
and  improve  the  operations  of  these  committees  in  the  interests  of 
efficiency,  economy,  and  wider  farmer  participation  in  programs  of 
vital  importance  to  the  Nation.  At  year  end,  we  received  the  report 
of  the  Farmer  Committee  System  Study  Committee.  The  report 
recommended  that  community,  county,  and  State  committee  admin- 
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istration  of  farm  programs  be  continued  and  strengthened.  The 
committee  system,  it  was  found,  offers  the  most  effective  method  for 
the  Secretary  to  meet  his  responsibilities  as  established  by  the  Con- 
gress for  the  administration  of  federally  authorized  farm  programs 
and  at  the  same  time  be  responsive  to  farmer  needs. 

Centennial  Year 

This  was  the  centennial  year  of  three  outstanding  events  in  U.S. 
agricultural  history :  The  establishment  of  the  Department  of  Agri- 
culture; the  inauguration  of  the  land  grant  system  of  colleges  and 
universities;  and  the  passage  of  the  Homestead  Act. 

These  three  measures  have  had  much  to  do  with  the  century  of 
progress  that  has  seen  agriculture  in  this  Nation  advance  from  an 
economy  of  scarcity  to  an  economy  of  abundance.  The  Department 
accordingly  sponsored  a  series  of  events  commemorating  a  "Century 
of  Progress"  with  a  view  to  focusing  public  attention  on  the  important 
role  agriculture  plays  in  the  welfare  of  our  Nation. 

A  3-day  World  Food  Forum  was  held  in  May  1962.  Representa- 
tives and  guests  from  88  nations  attended  the  Forum  and  discussed 
problems  of  food  and  farming,  trends  in  world  agriculture,  popula- 
tion growth,  and  advances  in  agricultural  science  and  production. 
That  same  month  a  Centennial  Photography  Exhibit,  entitled  "The 
Changing  Faces  of  our  Land,"  was  put  on  display.  Through  325 
photographs  (selected  from  650,000  pictures) ,  the  story  of  the  develop- 
ment of  American  agriculture  and  its  impact  on  our  economic,  cul- 
tural, and  spiritual  life  was  told. 

After  a  Hundred  Tears,  the  1962  Yearbook  of  Agriculture,  explored 
the  backgrounds  of  today's  agricultural  revolution  and  portrayed  the 
growth  of  the  USDA,  the  Land  Grant  Colleges  and  Universities,  and 
the  changes  that  have  occurred  in  rural  living. 

The  USDA  Graduate  School  sponsored  a  series  of  five  lectures  com- 
memorating the  Department's  Centennial.  In  addition  to  the  Sec- 
retary of  Agriculture,  the  speakers  included  Vernon  Cartstensen, 
University  of  Wisconsin;  Henry  A.  Wallace,  former  Secretary  of 
Agriculture  and  former  Vice  President  of  the  United  States ;  James  H. 
Hilton,  president  of  Iowa  State  University ;  and  Jesse  W.  Tapp,  chair- 
man of  the  board  of  the  Bank  of  America. 

Other  observances  included  articles  in  magazines  and  newspapers, 
dinners  and  luncheon  meetings,  and  a  series  of  motion  pictures,  all 
geared  to  the  Centennial. 


The  year  1962  thus  set  in  motion  new  forces  to  add  momentum  to 
the  upswing  in  agriculture  which  is  being  felt  throughout  the  land. 
There  was  in  Eural  America  a  firmer  mood  of  confidence  and  opti- 
mism than  had  prevailed  in  many  years.  Obviously,  agriculture 
turned  an  important  corner  in  1961  and  1962  and  hopes  were  bright 
that  progress  would  continue  in  1963  and  beyond. 

What  the  agencies  of  the  U.S.  Department  of  Agriculture  did  in 
fiscal  and  calendar  year  1962  to  help  bolster  farm  prices  and  income, 
strengthen  rural  America,  carry  on  research  for  better  living,  and  in 
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general  keep  agriculture  moving  ahead  toward  the  goals  of  abundance, 
balance,  conservation,  and  development  is  set  down  in  the  pages  that 
follow. 

STRENGTHENING  FARM  PRICES  AND  INCOME 

Although  all,  or  virtually  all,  of  the  activities  of  the  Department  of 
Agriculture  are  at  least  indirectly  concerned  with  strengthening  farm 
prices  and  income,  the  efforts  of  several  agencies  are  most  directly 
designed  to  seek  this  objective.  Among  these  are  the  Agricultural 
Stabilization  and  Conservation  Service,  the  Federal  Crop  Insurance 
Corporation,  the  Agricultural  Marketing  Service,  the  Foreign  Agri- 
cultural Service,  and  the  Commodity  Exchange  Authority. 

The  improved  economic  position  of  American  agriculture  since 
1960  is  due  in  large  measure  to  the  successful  operation  of  production 
and  marketing  programs  conducted  by  these  agencies. 

Agricultural  Stabilization 

The  Agricultural  Stabilization  and  Conservation  Service  is  the 
agency  primarily  responsible  for  helping  farmers  adjust  commodity 
production  and  cropland  use  to  national  needs.  In  pursuing  this  ob- 
jective ASCS  administered  adjustment  programs  and  conducted  ref- 
erendums  for  several  crops,  administered  Federal  marketing  orders 
for  milk,  carried  out  the  Agricultural  Conservation  Program,  ex- 
tended emergency  disaster  assistance,  and  made  important  changes  in 
administrative  management  and  in  the  farmer-committee  system. 

Surpluses  of  feed  grains  and  wheat — the  two  most  costly  and  bur- 
densome of  the  Government-held  commodities — were  both  reduced  in 
1962  following  the  successful  beginning  made  with  feed  grains  in  1961. 
By  the  mid-1960's  Government  stocks  of  both  could  be  brought  down 
to  desirable  levels. 

Feed  Grain  Stabilization 

Two  important  grain  programs  were  operating  for  the  1962  crop 
year.  One  was  the  1962  Feed  Grain  Program,  which  was  a  voluntary 
corn-grain  sorghum  program,  with  barley  added.  The  other  was  the 
1962  Wheat  Stabilization  Program. 

Principal  features  of  the  1962  Feed  Grain  Program  included : 

1.  Voluntary  participation  by  the  producer,  with  at  least  20  percent  acreage 
diversion  required  in  order  to  receive  price  support,  which  was  based  on  corn 
at  $1.20  per  bushel  at  the  national  level. 

2.  Two  rates  of  payment  for  diverting  acreage,  one  based  on  50  percent  of  the 
normal  yield  per  acre  times  the  county  support  rate,  and  applicable  to  the  first 
20  percent  of  diversion ;  and  the  other  based  on  60  percent  of  the  normal  yield 
for  diversion  between  20  and  40  percent  of  the  base  acreage.  On  diversion 
beyond  40  percent,  payment  was  made  at  the  50-percent  rate. 

o.  Advance  payment  of  up  to  one-half  of  the  total  payment,  with  payment 
made  in  '"in-kind"  negotiable  certificates,  which  made  it  possible  for  CCC  to  sell 
its  surplus  grain  as  an  offset  to  the  costs  of  the  program. 

4.  Payments  conditioned  on  the  farmer's  devoting  the  diverted  acreage  to 
approved  conservation  uses.  (Specified  minor  crops  could  be  grown  on  diverted 
acreage,  but  payments  then  were  reduced.) 
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Results  of  the  program  were  highly  successful.  Approximately  1.3 
million  producers  signed  up  to  participate,  and  they  diverted  nearly 
30  million  acres  of  corn,  grain  sorghum,  and  barley  cropland.  Carry- 
over stocks  of  these  three  grains  are  expected  to  be  reduced  approxi- 
mately 500  million  bushels  at  the  end  of  the  1962-63  marketing  year. 
Ultimate  savings  to  the  Government  as  a  result  of  the  reduced  produc- 
tion of  these  grains  are  estimated  to  be  at  least  $450  million.  Carry- 
over stocks  of  feed  grains  on  October  1, 1963,  will  be  25  million  tons  or 
more  below  the  record  high  of  85  million  tons  on  October  1, 1961. 

Feed  grains  now  approach  the  point  where  a  desirable  carryover 
rather  than  a  surplus  is  attainable. 

Wheat  Stabilization 

Under  the  1962  Wheat  Stabilization  Program,  payments  were  made 
to  producers  for  diverting  wheat  acreage  to  conservation  use.  Earlier, 
in  a  national  referendum,  producers  had  voted  "Yes"  (79.4-percent 
approval)  for  a  wheat  marketing  quota  based  on  a  reduction  of  10 
percent  from  the  existing  55  million-acre  minimum  national  allotment. 

The  diversion  payment  for  the  original  10-percent  acreage  cut  was 
in  cash,  and  was  equal  to  the  basic  county  support  rate  times  45  per- 
cent of  the  adjusted  yield  per  acre  for  the  farm  times  the  number  of 
diverted  acres.  For  diversion  of  up  to  an  additional  30-percent,  pay- 
ment, also  made  in  cash,  was  based  on  a  60-percent  rate.  Up  to  one- 
half  of  the  payment  was  in  advance  at  time  of  signup  for  participa- 
tion in  the  program.  The  maximum  diversion  under  this  program 
was  40  percent  or  10  acres,  whichever  was  larger. 


Another  Reduction  in  Feed 
Grain  Carryover  in  Prospect 


MIL.  TONS 


1952     1954     1956     1958     1960  1962 

^  UNDER  LOAN  OR  OWNED  BY  CCC.  STOCKS  OF  CORN  AND  SORCHUH  GRAIN  OCT.  I.  OATS  AND  BARLEY  JULY  1 

7963  BASED  ON  PROSPECTS  FOR  PRODUCTION  AND  DISAPPEARANCE  AS  OF  SEPT.  1962. 

U.  S.   DEPARTMENT  OF  AGRICULTURE  NEG.   ERS  1326  -  62  (  8  )      ECONOMIC  RESEARCH  SERVICE 
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1962  Wheat  Crop  Smallest  in  5  Years 
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1962  BASED  ON  SEPTEMBER   1  INDICATIONS. 


U.  S.   DEPARTMENT  OF  AGRICULTURE 
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Smaller  Wheat  Supply  to  Reduce  1963  Carryover 


Carryover  at  year  end 

Exports  *   

Domestic  use  t 


1952-53 '54-55   '56-57  '58-59  '60-61  '62-63 


YEAR  BEGINNING  JULY.  *  INCLUDES  FLOUR  HILLED  FROM  DOMESTIC  WHEAT  ONLY. 

t  INCLUDES  TERRITORIAL  AND  MILITARY  FOOD  USE.  ^  1962  -  63  DATA  ARE   SEPT.  ESTIMATES. 


U.  S.   DEPARTMENT  OF  AGRICULTURE 


NEG.   ERS  331A-62(9)      ECONOMIC  RESEARCH  SERVICE 
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Price  support,  which  was  $2  a  bushel  at  the  national  level,  was  made 
available  only  to  cooperators  who  complied  with  their  farm  wheat 
allotment  and  took  part  in  the  Wheat  Stabilization  Program. 

Under  the  program,  marketing  quotas  were  in  effect  on  all  farms 
with  more  than  13.5  acres  of  wheat  (10  percent  below  the  former  15- 
acre  minimum),  and  on  some  farms  with  smaller  acreages. 

Results  of  the  program  were  equally  as  outstanding  as  those  under 
the  1961  and  1962  Feed  Grain  Programs.  A  total  of  821,845  pro- 
ducers signed  up  to  participate,  and  they  diverted  more  than  12 
million  acres  of  wheat  cropland.  The  production-adjustment  achieve- 
ments were  nationwide  and  of  such  extent  that  the  Nation's  wheat 
surplus  has  been  substantially  reduced.  The  program  helped  to 
reduce  1962  wheat  production  about  265  million  bushels  under  the 
1960  crop  and  143  million  below  the  drought-cut  1961  crop.  Carry- 
over stocks  of  wheat  on  July  1,  1963,  are  expected  to  be  about  100 
million  bushels  below  the  level  of  July  1, 1962. 

Ultimate  savings  to  the  Government  as  a  result  of  the  reductions  in 
wheat  stocks  occasioned  by  the  1-year  program  are  estimated  at  about 
$100  million. 

Allotment  and  Quota  Programs  (other  than  wheat) 

Besides  wheat,  quotas  with  allotments  were  applicable  in  1962  to 
cotton  (upland  and  extra  long  staple),  rice,  peanuts,  and  major  kinds 
of  tobacco. 

Marketing  quotas  had  been  approved  by  farmers  voting  in  ref- 
erendums  in  1961  for  both  kinds  of  cotton  and  for  flue-cured,  fire- 
cured,  and  dark  air-cured  tobaccos,  and  in  1962  for  rice,  and  for  burley 
and  Virginia  sun-cured  tobaccos.  Favorable  vote  percentages  ranged 
from  88.7  (for  ELS  cotton)  to  99.2  (for  burley  tobacco) ,  substantially 
more  than  the  necessary  two-thirds  of  the  growers  voting.  Quotas  for 
the  1962  crops  of  peanuts  and  the  other  tobaccos  had  been  approved  in 
years  previous  to  1961  in  votes  for  3-year  periods. 

Growers  also  voted  in  1962  on  quotas  for  Pennsylvania  cigar-filler 
tobacco,  disapproving  them  by  86.2  percent  of  the  growers  voting. 
Quotas  have  never  been  in  effect  for  this  kind  of  tobacco. 

Under  a  marketing  quota  program,  the  quotas  operate  by  means  of 
farm  acreage  allotments — each  representing  the  acreage  needed  to 
produce  the  grower's  fair  share  of  the  available  market.  All  of  the 
crop  produced  within  the  farm  acreage  allotment  may  be  marketed 
free  of  marketing  controls;  marketing  quota  penalties  at  legally 
specified  levels  apply  to  the  crop  produced  "in  excess"  of  the  farm 
allotment. 

Allotment  acreages  available  to  farmers  for  growing  the  four  dif- 
ferent basic  crops  under  the  1962  quota-allotment  programs  were  (in- 
acres)  :  Cotton — upland,  18,101,718;  extra  long  staple,  100,293;  pea- 
nuts, 1,612,577;  rice,  1,817,856;  tobacco — flue-cured,  747,262;  burley, 
348,781;  fire-cured  (type  21),  9,149;  fire-cured  (types  22  and  23), 
33,012;  dark  air-cured,  15,903;  Virginia  sun-cured,  4,207;  Maryland, 
50,000;  cigar-binder,  9,000;  cigar-filler  and  binder,  21,230. 


690-369—63  2 


12         REPORT  OF  THE  SECRETARY  OF  AGRICULTURE,    19  62 


Sugar  Program 

The  Sugar  Act  of  1948,  as  amended,  which  had  been  extended  on  a 
short-term  basis  in  1960  and  again  in  1961  underwent  a  major  revision 
in  the  enactment  during  1962  of  Public  Laws  87-535  and  87-539. 
These  measures,  signed  into  law  on  July  13  and  July  19,  respectively, 
extended  the  sugar  program  through  1966. 

Principal  changes  introduced  by  the  1962  amendments,  as  they  ap- 
ply at  the  9,700,000-ton  level  of  annual  sugar  requirements,  that  pre- 
vailed in  mid-1962,  included  the  following : 

1.  Domestic  beet  sugar  and  mainland  cane  sugar  quotas  were  increased  a  total 
of  785,000  tons.  These  two  areas  are  to  share  pro  rata  65  percent  of  increases 
in  requirements.  Of  the  beet  sugar  quota  for  each  of  the  years,  65,000  tons  are 
reserved  for  new  producing  localities  and  factories. 

2.  All  quota  deficits,  both  domestic  and  foreign,  are  to  be  allocated  to  the 
Philippines  and  Western  Hemisphere  countries. 

3.  Quotas  for  foreign  countries  other  than  Cuba  were  increased  by  a  total  of 
950,000  tons,  with  an  additional  150,000  tons  allocated  to  the  Dominican  Republic 
and  Argentina  from  the  quota  reserved  for  Cuba.  The  quota  reserved  for  Cuba 
was  reduced  from  3,208,000  to  1,635,000  tons. 

4.  Quotas  for  imports  of  direct  consumption  sugar  from  foreign  countries  were 
reduced  from  507,000  tons  under  the  Act  as  amended  in  1956  to  about  75,000  tons. 

5.  The  reduced  quota  reserved  for  Cuba  will  be  withheld  subject  to  resumption 
of  diplomatic  relations. 

6.  Importations  will  be  permitted  from  any  country  with  which  the  United 
States  is  in  diplomatic  relations,  to  fill  the  so-called  "global  quota"  covering 
sugar  withheld  from  any  country  not  in  diplomatic  relations  with  the  United 
States.  Special  consideration  is  to  be  given  to  imports  from  countries  of  the 
Western  Hemisphere  and  those  purchasing  U.S.  agricultural  commodities. 

7.  All  imports  of  foreign  sugar,  except  those  from  the  Philippines,  are  made 
subject  to  payment  of  a  fee.  For  "global- quota"  sugar,  the  fee  is  to  fill  the  gap 
between  the  world  price  and  a  U.S.  price  that  will  fulfill  objectives  of  the  Act. 

During  the  last  half  of  1962  a  number  of  sugar  supply  actions  became 
necessary  to  reflect  the  new  provision  of  the  Sugar  Act.  Total  sugar 
requirements  for  the  year  were  increased  from  9,700,000  tons  to  9,900,- 
000  and  finally  to  10  million  tons.  Deficits  were  declared  in  all  domes- 
tic area  quotas,  and  a  number  of  individual  foreign  countries  also  were 
unable  to  supply  their  full  quotas. 

Under  the  new  provisions  established  by  the  amended  Act,  individ- 
ual quotas  were  established  for  22  countries.  The  "global  quota"  was 
filled  by  sugar  from  19  countries.  The  full  fee  applicable  to  the  latter 
along  with  the  10-percent  rate  applicable  to  individual  quotas  (other 
than  for  the  Philippines)  will  yield  about  $35  million  from  importa- 
tions during  the  last  half  of  1962.  Commitments  were  made  in  connec- 
tion with  allocations  from  the  global  quota  and  deficit  allocations  for 
the  exporting  countries  to  purchase  about  $21  million  of  U.S.  agricul- 
tural commodities. 

The  increase  in  number  of  individual  country  quotas  together  with 
the  introduction  of  the  global  quota  and  the  application  of  fees  at  dif- 
fering rates  to  various  classes  of  imports  required  revision  and  expan- 
sion of  administrative  procedures.  Also,  the  introduction  of  the  sugar- 
beet  acreage  reserve  for  new  growers  in  areas  to  be  served  by  new  or 
expanded  factories  required  the  institution  of  procedures  for  allocating 
such  reserves. 

In  initiating  this  latter  responsibility,  a  public  hearing  was  held  in 
Washington,  September  25-28.  At  the  hearing  and  during  the  period 
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for  filing  briefs  immediately  thereafter,  proposals  were  presented  with 
respect  to  one  new  sugarbeet  processing  facility  for  1963,  seven  for 
1964,  and  15  for  1965.  Nine  proposals  were  made  for  expanded  proc- 
essing facilities. 

The  wholesale  price  of  refined  cane  sugar  at  New  York  ranged  be- 
tween 9.15  and  9.60  cents  per  pound  during  fiscal  1962.  The  average 
was  9.41  cents,  lower  than  for  the  preceding  fiscal  year  by  0.15  cents. 

Conditional  payments  (direct  payments  to  farmers)  approximating 
$78  million  were  made  on  the  1961  crop  to  about  61,000  sugarbeet  and 
sugarcane  producers  in  23  States,  Puerto  Rico  and  the  Virgin  Islands. 
Sugar  excise  and  import  compensating  tax  collections  during  fiscal  year 
1962  totaled  about  $96.5  million. 

Federal  Milk  Marketing  Orders 

The  Milk  Order  Program  was  extended  to  four  additional  areas. 
At  the  end  of  the  fiscal  year,  orders  were  operating  in  83  areas,  four 
more  than  a  year  earlier.  Four  previously  independent  orders  were 
merged  into  two  orders.  Major  hearings  and  amendment  actions  taken 
during  the  year  dealt  with  the  need  for  greater  uniformity  among 
markets  in  both  fluid  and  surplus  grade  prices  established  under  the 
program.  The  four  new  orders  added  were :  Eastern  Colorado ;  Mad- 
ison, Wis.;  Rio  Grande  Valley,  N.  Mex.-Tex.-Colo. ;  and  Lubbock- 
Plain  view,  Tex. 

The  program  also  was  extended  through  the  expansion  of  marketing 
areas  of  nine  orders.  The  new  programs  added  4  million  and  the 
expanded  marketing  areas  added  2  million  to  the  population  of  mar- 
keting areas  where  Federal  orders  regulate  the  handling  of  milk, 
bringing  to  96  million  the  total  population  in  regulated  marketing 
areas  at  the  end  of  the  fiscal  year. 

An  important  step  in  developing  uniformity  of  the  order  pricing 
system  was  taken  by  the  adoption  of  a  single  basic  formula  for  com- 
puting Class  I  prices.  Sixty-nine  orders  were  amended  to  use  the 
average  price  paid  for  milk  by  Minnesota  and  Wisconsin  manufac- 
turing plants  as  the  basic  formula  to  which  specified  amounts  are 
added  to  determine  the  Class  I  price  in  each  market.  The  use  of  a 
uniform  basic  formula  assures  that  a  change  in  manufacturing  milk 
prices  will  be  reflected  similarly  in  each  of  these  markets  and  will 
facilitate  price  comparisons. 

In  conjunction  with  the  consideration  of  the  common  basic  formula, 
the  markets  in  this  group  where  prices  had  been  computed  and  an- 
nounced at  a  butterfat  content  of  more  than  3.5  percent  were  con- 
verted to  a  3.5-percent  test  basis,  and  prices  are  now  announced  for 
71  of  the  83  markets  at  a  basic  butterfat  content  of  3.5  percent.  This 
uniformity  is  helpful  and  time  saving  for  both  Government  and  in- 
dustry representatives  who  must  compare  and  appraise  prices  estab- 
lished by  Federal  Milk  Orders. 

Major  actions  taken  during  the  year  brought  about  increases  in 
surplus  milk  prices  in  several  markets,  including  the  two  largest  areas 
under  Federal  milk  orders:  New  York-New  Jersey,  and  Chicago. 
Conforming  changes  were  made  in  several  other  markets  to  extend 
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a  more  uniform  pattern  of  surplus  milk  prices  under  Federal  Milk 
Orders. 

Increased  coordination  and  improved  alignment  of  milk  prices  were 
accomplished  in  other  instances.  These  actions  permitted  milk  to 
move,  when  and  as  needed,  from  one  market  to  another  in  response 
to  economic  pressures  and  incentives. 

During  the  year  22  orders  were  amended  to  facilitate  the  use  of 
added  nonfat  solids  in  fluid  milk  products.  This  was  done  by  pricing 
such  products  in  Class  I  at  their  actual  weight  rather  than  at  the 
skimmed  milk  equivalent  of  their  milk  solids  content. 

An  important  legal  issue  now  pending  is  that  involving  the  validity 
of  partial  regulations  of  certain  handlers  through  the  compensatory 
payment  provisions  and  whether  or  not,  in  issuing  such  provisions, 
we  exceeded  our  powers  to  regulate.  The  Supreme  Court  of  the 
United  States  held  that  the  compensatory  payment  provisions  con- 
stituted a  "trade  barrier"  inconsistent  with  and  contrary  to  the  policy 
expressed  by  the  Congress  in  the  Agricultural  Marketing  Agreement 
Act.  Hearings  are  being  held  to  find  alternatives  to  the  present  com- 
pensatory payment  provisions  in  the  orders. 

In  another  important  case  the  District  Court  in  Baltimore  ruled  the 
Upper  Chesapeake  Bay  order  illegal  because  of  failure  to  comply 
with  certain  prerequisites  relating  to  the  determination  of  parity 
prices,  methods  of  balloting  and  determining  areas  to  be  included  in 
an  order.  The  Justice  Department  requested  the  U.S.  District 
Attorney  in  Baltimore  to  file  an  appeal  in  this  case. 

The  National  Turkey  Marketing  Order  and  Referendum 

A  turkey  marketing  order  and  a  companion  order  for  turkey  hatch- 
ing eggs  were  recommended  by  the  National  Turkey  Advisory  Com- 
mittee. Hearing  sessions  were  held  at  seven  different  locations  in 
the  United  States  to  give  producers,  handlers  and  all  others  interested, 
opportunity  to  present  their  views  concerning  the  proposals.  The  evi- 
dence at  these  sessions  indicated  a  desire  on  the  part  of  the  industry  for 
a  marketing  order  to  keep  turkey  marketings  in  line  with  market 
demands. 

However,  turkey  producers  failed  to  approve  a  proposed  national 
marketing  order  for  turkeys  in  a  referendum  held  June  18-22,  1962, 
in  all  States  except  Alaska  and  Hawaii. 

Following  defeat  of  the  turkey  order  in  the  referendum,  the  Depart- 
ment decided  against  further  consideration  of  the  turkey  hatching 
egg  order. 

Reduced  CCC  Storage  Costs 

By  the  fall  of  19G2  we  were  witnessing  the  first  major  rollback  in 
surplus  grain  holdings  since  the  relentless  buildup  began  in  1953. 
Government-owned  stocks  of  wheat  and  the  five  feed  grains  (corn, 
grain  sorghum,  barley,  oats,  and  rye)  totaled  2.G  billion  bushels  at 
the  end  of  September.  These  were  the  lowest  Commodity  Credit 
Corporation  holdings  since  March  of  1959  and  were  about  650  million 
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bushels  below  those  of  a  year  earlier.  This  drop  will  continue  on  into 
1963. 

This  decline  in  grain  surpluses  is  having  a  substantial  impact  not 
just  on  CCC's  grain  storage  needs  but  on  the  storage  industry  in 
general.  Until  recently,  storage  capacity  had  been  expanding  at  an 
accelerated  rate  over  a  10-year  period.  Even  before  the  surpluses 
began  to  turn  downward  as  a  result  of  more  effective  programs  to  bal- 
ance production  with  requirements,  storage  had  begun  to  surpass  needs 
in  some  areas.  This  occurred  in  1960.  Government  grain  stocks 
increased  about  165  million  bushels  from  September  1960  to  September 
1961,  yet  Government  stocks  occupied  only  about  53  percent  of  com- 
mercial storage  space  in  September  1961  compared  to  nearly  63  percent 
at  the  same  time  in  1960.  Capacity  under  the  Uniform  Grain  Storage 
Agreement  (which  governs  the  storage  of  Government-owned  grains) 
increased  over  400  million  bushels  in  this  12-month  period.  By  Sep- 
tember 1962,  Government  stocks  occupied  about  45  percent  of  the  space, 
and  the  percentage  decline  was  directly  related  to  the  surplus  decrease. 

In  1953,  when  the  surplus  buildup  started,  approximately  1,325 
million  bushels  of  capacity  were  in  warehouses  signed  under  the  storage 
agreement.  By  1956  the  capacity  had  expanded  by  1  billion  bushels. 
During  this  1953-56  period  the  surplus  buildup  exceeded  storage 
expansion  and  the  Government  acquired  more  than  450  million  bushels 
of  capacity  in  bin-type  storage  to  store  surplus  stocks. 

By  1956,  moreover,  it  had  become  apparent  that  effective  programs 
were  not  being  developed  to  bring  production  in  line  with  needs. 
Occupancy  of  storage  in  commercial  warehouses  had  been  high  because 
of  the  surplus  buildup,  and  returns  to  warehousemen  were  excellent. 
These  factors  provided  a  strong  incentive  for  a  rapid  and  sizable 
buildup  in  commercial  capacity,  both  by  long-time  operators  and  by 
newcomers  to  the  industry.  From  the  end  of  1956  to  late  I960,  com- 
mercial capacity  signed  under  the  agreement  nearly  doubled — from 
2,484  million  bushels  on  December  31,  1956,  to  4,433  million  bushels 
on  December  31,  1960.  This  substantial  increase  eliminated  the  need 
for  additional  Government  emergency-type  bin  storage  capacity, 
which  has  remained  at  about  980  million  bushels  since  1956. 

In  short,  storage  capacity  generally  kept  pace  with  climbing  sur- 
plus levels  during  the  late  1950's.  Tightness  in  storage  was  limited 
to  specific  areas  and  available  space  in  other  sections  was  such  that  the 
stocks  could  be  shifted  from  area  to  area  and  put  into  adequate  storage. 

Despite  new  programs  in  1961  aimed  at  dealing  more  effectively  with 
the  excess  grain  production,  commercial  storage  capacity  continued  to 
expand  and  nearly  450  million  more  bushels  of  capacity  were  added 
by  early  1962.  Little  change  has  been  made  in  recent  months. 

At  the  end  of  September  1962,  about  2  billion  bushels  of  Govern- 
ment-owned grain  were  stored  in  commercial  facilities.  This  was  a 
decline  of  20  percent  from  the  2.5  billion  total  stored  in  September 
1961.  In  this  same  period,  Government  bin  occupancy  declined  about 
22  percent,  from  around  665  million  bushels  to  about  520  million 
bushels. 

As  for  the  future,  programs  now  in  effect  will  further  reduce  carry- 
over stocks  to  levels  required  for  adequate  reserves  in  these  uncertain 
times. 
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The  cost  of  storing  Government-owned  surpluses  has  been  tremen- 
dous. Since  1953,  more  than  $3,300  million  has  been  paid  to  provide 
adequate  commercial  housing  for  surplus  commodities  acquired  by  the 
Government — largely  for  storing  grains.  In  addition,  transportation 
required  to  move  surplus  stocks  into  outlets  of  use  and  to  move  stocks 
from  one  point  to  another  for  storage  has  cost  nearly  $1,400  million. 
Thus,  over  $4,700  million  of  the  expenditures  for  agricultural  pro- 
grams during  the  10-year  period  were  not  paid  to  farmers.  However, 
necessity  dictated  the  expenditure  of  this  huge  sum  to  safeguard  sur- 
plus stocks  while  endeavoring  to  find  outlets  of  use. 

CCC  Inventories 

Although  storage,  handling,  and  transportation  costs  are  being  re- 
duced through  the  emergency  feed  grain  and  wheat  stabilization 
programs,  these  costs  during  fiscal  1962  were  still  large.  Storage 
and  handling  charges  dropped  from  $426,8  million  in  fiscal  1961  to 
$393.2  million  in  fiscal  1962,  and  transportation  costs  from  $164.1 
million  to  $134.0  million — a  total  decline  of  $63.6  million. 

The  cost  value  of  commodities  acquired  by  CCC  as  a  result  of  price- 
support  operations  and  held  in  inventory  as  of  June  30,  1962,  totaled 
$4,474  million.  The  Corporation  may  lose  about  $1,151  million  on 
these  commodities  when  they  are  ultimately  moved  into  consumption. 
The  net  book  value  for  the  CCC  inventories  as  of  June  30,  1962, 
therefore,  was  $3,323  million. 

Price  support  extended  by  CCC  on  1961  crops  through  June  30, 
1962,  had  a  dollar  value  of  $3,322  million,  slightly  below  the  $3,366 
million  extended  on  1960  crops  through  the  same  date  in  1961.  The 
bulk  of  the  support  extended — $2,630  million — was  in  loans.  Pur- 
chase agreements  totaled  $174  million,  and  purchases  of  commodities 
not  under  purchase  agreement  $518  million. 

During  fiscal  1962,  CCC  moved  into  consumption  commodities  with 
a  cost  value  of  $3,227  million  (excluding  inventory  carrying  charges) 
and  received  $2,557  million  in  return.  Sales  for  dollars  accounted 
for  proceeds  of  $570  million,  about  22  percent  of  the  total  amount 
received. 

Agricultural  Conservation  Program 

In  1962,  the  Agricultural  Conservation  Program  continued  to  pro- 
vide assistance  to  farmers  in  meeting  the  need  to  make  fundamental 
land  use  adjustments  and  to  conserve  soil,  water,  and  woodland  re- 
sources on  their  farms  and  ranches. 

In  nearly  every  community  in  the  United  States  some  farms  have 
lagged  in  the  conservation  of  natural  resources.  Many  of  these 
farmers  have  never  undertaken  conservation  measures  on  their  farms, 
nor  have  they  utilized  other  conservation  services  readily  available 
through  the  USD  A. 

State,  county  and  community  committeemen  were  asked  to  encourage 
these  farmers,  wTho  had  not  been  doing  conservation  work,  to  under- 
take a  needed  conservation  project  in  1962,  and  to  acquaint  them  with 
<ho  publicly  provided  resources  available. 
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This  effort  was  carried  out  by  ASC  committeemen  on  their  own 
time  and  without  pay  for  their  services.  More  than  200,000  farmers 
who  had  not  been  carrying  out  conservation  work  filed  requests  for 
ACP  assistance  in  initiating  conservation  projects  this  year.  Total 
ACP  assistance  provided  to  these  new  participants  and  other  partici- 
pating farmers  amounted  to  about  $220  million. 

Since  farmers  who  take  part  in  the  program  must  also  invest  their 
own  money,  time,  labor,  and  equipment,  the  total  investment  in  ACP 
cost-sharing  practices  amounted  to  at  least  twice  this  amount,  or  $440 
million. 

Another  major  ACP  accomplishment  of  significance  to  farmers  and 
nonfarmers  was  the  inclusion  in  the  1962  program  of  authority  to 
provide  cost-share  payments  for  wildlife  conservation  practices  with 
soil  and  water  conservation  benefits. 

Although  conservation  activities  carried  out  under  previous  pro- 
grams provided  many  wildlife  benefits,  1962  marked  the  first  year 
when  cost-sharing  assistance  was  authorized  for  conservation  practices 
primarily  for  the  benefit  of  wildlife. 

Under  this  authority,  45  States  offered  wildlife  conservation  prac- 
tices in  1962.  These  included  (1)  the  establishment  of  vegetative 
cover  to  provide  wildlife  food  plots  and  habitat,  (2)  development  or 
restoration  of  shallow  water  areas,  and  (3)  construction  of  ponds  or 
dams  for  wildlife. 

Other  wildlife  conservation  measures  are  being  initiated  as  local 
experience  shows  they  are  needed.  Among  these  are  (1)  the  care 
and  management  of  forested  land  for  natural  wildlife  protection  and 
food  production,  (2)  improvement  and  protection  of  natural  wildlife 
areas  and  streams  by  fencing  and  other  means,  and  (3)  the  develop- 
ment of  springs  and  the  installation  of  water-catchment  structures 
to  provide  water  for  wildlife. 

These  practices  are  developed  locally  by  State  and  county  ASC 
committees  with  the  assistance  of  other  State  and  Federal  agencies 
interested  in  wildlife. 

In  addition,  ACP  continued  to  provide  assistance  for  the  wide 
variety  of  conservation  activities  included  in  previous  programs,  such 
as  reforestation  and  timber-stand  improvement,  establishment  of  cover 
crops,  building  of  terraces,  contour  strip  cropping,  and  the  construc- 
tion of  dams  and  other  water-management  practices. 

These  conservation  projects  in  many  instances  provide  help  to 
groups  of  farmers  in  developing  more  comprehensive  community  con- 
servation projects. 

An  excellent  example  is  the  Frog  Hollow  Community  Watershed 
in  Ottawa  County,  Kans. 

This  watershed  project,  involving  19  farms  and  about  5,000  acres,  was  initiated 
in  1954  in  an  area  that  had  been  plagued  by  floods  2  or  3  years  out  of  every  5. 
While  the  damage  varied  from  flood  to  flood,  normal  losses  generally  included 
about  100  acres  of  crops,  plus  damage  to  fences,  bridges,  and  roads. 

With  the  help  of  Agricultural  Conservation  Program  funds  and  the  coopera- 
tion of  Soil  Conservation  Service  technicians,  farmers  in  the  watershed  have 
built  six  combination  stock  water  and  flood  control  dams  at  a  total  cost  of  about 
$8,000.  Floodways  have  been  constructed  to  increase  channel  capacity  and  to 
help  control  the  flow  of  water  during  flood  periods. 

Much  of  the  land  has  been  terraced.  Sod  waterways  have  been  built.  Wind- 
breaks have  been  planted,  and  a  good  share  of  the  pasture  land  lias  been 


18         REPORT  OF  THE   SECRETARY  OF  AGRICULTURE,  1962 


improved.  In  addition,  about  85  percent  of  all  scheduled  land-treatment  meas- 
ures have  been  completed. 

Benefits  to  the  participating  farmers  and  the  community  have  been  substantial. 
Soil  and  water  resources  on  these  farms  have  been  protected,  and  income  has 
improved.  Roads,  bridges,  and  fences  are  no  longer  lost  to  flood  waters.  Land 
values  have  risen,  and  with  the  rise  has  come  a  more  stable  tax  base. 

The  project  also  provides  recreational  advantages.  Reservoirs  have  been 
stocked  with  fish.  Increased  numbers  of  quail,  pheasant,  prairie  chicken,  ducks, 
rabbits,  and  deer  have  been  reported.  To  local  sportsmen,  this  is  an  important 
byproduct  of  the  Frog  Hollow  Community  Watershed  project. 

Under  the  national  Agricultural  Conservation  Program,  conserva- 
tion cost-sharing  assistance  is  available  to  farmers  in  every  agricultural 
county  in  the  United  States,  Puerto  Rico,  and  the  Virgin  Islands. 

The  national  program  contains  broad  authorities  to  help  meet  the 
varied  conservation  problems  of  the  Nation.  However,  it  is  designed 
to  encourage  those  conservation  practices  which  provide  the  most 
enduring  benefits  practicably  attainable.  In  recent  years  an  average 
of  more  than  85  percent  of  all  ACP  assistance  has  been  used  for 
practices  with  enduring  benefits. 

Emergency  Disaster  Assistance 

Drought,  floods,  and  hurricanes  during  the  year  made  emergency 
disaster  assistance  necessary  in  many  areas.  Emergency  programs 
available  through  the  ASCS  included  (1)  the  donation  or  sale  of  feed 
grains  owned  by  the  Commodity  Credit  Corporation;  (2)  grazing  and 
haying  privileges  under  three  supply-adjustment  programs;  (3) 
emergency  conservation  cost-sharing  measures  under  the  Agricultural 
Conservation  Program;  and  (4)  use  of  CCC-owned  grain  for  emer- 
gency wildlife  feeding. 

Prolonged  drought  extending  through  1961,  largely  in  North  Cen- 
tral and  Western  States  made  necessary  widespread  use  of  the  pro- 
gram under  which  CCC-owned  feed  grain  is  made  available  to  farmers 
and  ranchers  at  75  percent  of  the  support  price  for  foundation  livestock 
and  at  the  support  price  for  other  eligible  livestock.  In  addition, 
grazing  and  haying  privileges  were  widely  applied  in  designated 
areas. 

The  results  of  the  drought  carried  well  into  1962,  making  it  neces- 
sary to  extend  the  livestock  feed  program  beyond  the  spring  and  early 
summer  seasons  in  several  North  Central  and  Western  States. 

Winter  snows  and  spring  rains  not  only  ended  the  drought  in  the 
North  Central  and  Western  States  but  resulted  in  the  best  pasture 
and  range  conditions  in  several  years  in  these  areas. 

Beginning  in  the  spring  of  1962,  however,  the  drought  pattern 
shifted  to  several  Eastern  and  Southern  States,  while  heavy  rains  and 
flooding  hit  some  areas  in  the  North  Central  and  other  States. 

Grazing  and  haying  privileges  on  lands  retired  under  the  Con- 
servation Reserve  or  the  1962  Feed  Grain  and  the  Wheat  Stabilization 
programs  were  granted  to  farmers  in  the  drought  and  flood  areas 
designated  for  the  emergency  feeding  of  livestock.  In  most  of  the 
flood-stricken  areas,  this  emergency  assistance  was  terminated  August 
15. 

Bv  late  summer  of  1962,  because  of  continued  drought,  grazing  and 
haying  privileges  were  being  provided  in  176  counties  of  7  Eastern 
and  Southern  States,  and  for  flood  conditions  in  3  counties  of  1  State. 
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Hurricane  Carla  struck  coastal  areas  of  Louisiana  and  Texas  in  Sep- 
tember 1961.  The  storm  caused  heavy  losses  in  livestock,  heavy  dam- 
age to  farmlands,  and  farm  buildings,  and  made  necessary  the  use  of 
emergency  measures  extending  to  March  1,  1962,  in  some  of  the 
stricken  areas.  Five  Louisiana  parishes  and  six  Texas  counties  were 
declared  "major  disaster''  areas  following  the  hurricane,  and  supplies 
of  CCC-owned  feed  grains  were  donated  for  emergency  livestock  feed- 
ing. 

Farmers  in  the  hurricane-stricken  areas  other  than  those  declared 
"major  disaster'  areas,  were  given  opportunity  to  buy  CCC-owned 
feed  grain  to  help  bolster  feed  supplies,  and  temporary  grazing  was 
granted  on  lands  diverted  from  crop  production  under  the  1961  Feed 
Grain  Program  and  the  Conservation  Reserve  Program. 

Emergency  cost-sharing  conservation  assistance  also  was  made 
available  in  some  Louisiana  parishes  and  Texas  counties  to  enable 
farmers  to  restore  farmlands  and  repair  farm  facilities  heavily  dam- 
aged by  the  hurricane.  Allocations  of  funds  for  this  purpose  totaled 
more  than  $1  million. 

In  addition  to  Louisiana  and  Texas,  emergency  cost-sharing  conser- 
vation measures  were  applied  to  designated  areas  in  9  other  States 
during  the  first  8  months  of  1962  with  allocations  totaling  slightly 
more  than  $1  million  in  cost-sharing  funds.  These  emergency  meas- 
ures were  applied  to  30  counties  in  these  States  to  enable  farmers  to 
cope  with  damage  to  their  farmlands  caused  largely  by  flooding.  In 
1961  allocations  for  emergency  conservation  measures  totaled  more 
than  $11  million  and  were  applied  to  flood  damage  in  46  comities  of  6 
States  and  1  district  in  Puerto  Rico,  and  to  drought  damage  in  164 
comities  of  9  States. 

Early  in  the  spring  of  1962,  more  than  5  million  pounds  of  CCC- 
owned  grain  was  provided  by  ASCS  for  the  emergency  feeding  of 
wildlife  in  five  North  Central  States  in  which  severe  winter  weather 
had  threatened  game  birds  with  starvation. 

Changes  in  ASC  Committee  System 

During  the  past  year,  improved  operation  of  the  Agricultural  Stabi- 
lization and  Conservation  (ASC)  farmer- committee  sj-stem  was  again 
a  major  objective.  These  committees  are  in  charge  of  field  adminis- 
tration of  national  farm  action  programs.  As  such,  they  are  focal 
points  in  effective  farm  program  administration.  Our  goal  is  to  make 
sure  that  they  function,  and  continue  to  function,  with  full  authority 
and  responsibility. 

We  have  continued  to  impress  upon  the  committees  that  they  are 
not  purely  advisory,  but  that  they  are  expected  to  determine  policies 
and  assume  overall  responsibility  for  program  administration.  This 
delegation  of  increased  responsibility  has  paid  off  in  greater  interest 
in  community  elections  of  farmer-committeemen — broader  participa- 
tion in  ASCS  farm  programs — and  a  more  active  role  by  the  com- 
mittees in  program  operation. 

The  tremendous  participation  in  the  special  wheat  and  feed  grain 
diversion  programs,  despite  the  speed  with  which  the  programs  had  to 
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be  put  into  effect,  can  be  credited  largely  to  stronger,  more  vital 
farmer-committees  at  all  levels — State,  county,  and  community. 

During  1962,  we  stressed  especially  the  committees'  responsibility 
to  improve  our  services  to  farmers  and  to  the  Nation,  and  to  help 
create  a  better  understanding,  particularly  among  nonfarm  people, 
of  the  efficiency  and  productivity  of  American  agriculture,  as  well  as 
of  the  problems  and  program  needs  this  productivity  has  generated. 

Special  training  workshops,  held  in  many  States  and  counties,  have 
resulted  in  well-planned  information  programs  along  these  lines  at 
both  State  and  county  levels. 

We  have  also  clearly  spelled  out  certain  of  the  committees'  implicit 
responsibilities :  such  as  the  State  committees'  accountability  for  the 
efficient  and  orderly  operations  of  county  and  community  committees, 
of  comity  offices,  and  of  their  employees  within  the  State.  The  need 
for  prompt  corrective  action  has  been  stressed  should  local  committees 
or  personnel  fail  to  make  an  authorized  program  available  to  pro- 
ducers, to  carry  out  a  program  in  accordance  with  regulations  or  other 
official  instructions,  or  to  provide  producers  with  reasonable  service 
to  which  they  are  entitled. 

Management  Improvement 

A  strong  foundation  has  been  laid  for  major  improvements  in 
ASCS  administrative  management.  Some  of  the  improvements  al- 
ready made,  and  some  to  come,  will  modernize  the  administrative 
machinery  and  establish  managerial  authority  where  the  responsi- 
bility rests. 

Notable  progress  is  being  made  in  the  use  of  electronic  computers 
to  consolidate  basic  operations  involving  masses  of  paperwork,  com- 
putations, documents,  and  reports.  This  will  cut  costs,  and  serve  the 
public  better.  Automation  will  permit  the  Department  to  store  and 
draw  upon  vast  amounts  of  information  that  otherwise  are  difficult 
to  use  adequately.  Automatic  data  processing  will  be  used  to  consoli- 
date all  payroll  and  certain  personnel  and  budget  operations.  Com- 
puters also  will  be  employed  to  provide  raw  material  rapidly  for  use 
in  making  management  decisions  and  measure  the  effectiA~eness  of 
money  and  manpower. 

A  data  processing  center  established  in  Kansas  City,  Mo.,  for  CCC 
grain  operations,  is  expected  to  result  in  savings  of  almost  $2  million. 
A  substantial  part  of  this  saving  is  reflected  in  reduced  budget  require- 
ments for  the  coming  fiscal  year. 

Establishment  of  management  appraisal  and  systems  development 
work  was  initiated  to  meet  the  rising  costs  of  administrative  and 
operating  activities  in  carrying  out  agricultural  programs,  but  it  will 
be  increasingly  directed  in  the  years  ahead  toward  a  critical  analysis 
of  management  and  program  activities  and  thus  point  the  way  to  more 
efficient  and  economical  operations. 

One  important  management  project  now  underway  provides  for 
consolidating  various  agency  field  offices  which  now  serve  the  same 
geographical  areas. 
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Transfers  from  Allotment  "Pool" 

Program  administration  in  connection  with  the  transfer  of  acreage 
allotments  under  the  "eminent  domain"  provisions  of  law  was  tightened 
up  during  1962. 

With  increased  activity  in  the  construction  of  interstate  highways 
and  power  and  water  projects  in  recent  years,  hundreds  of  farmers 
have  been  involuntarily  moved  from  their  land,  and  agencies  with  the 
right  of  eminent  domain  have  acquired  land  for  which  an  allotment 
for  cotton  or  other  commodity  has  been  established.  In  such  cases, 
the  allotments  of  the  displaced  owners  are  pooled,  and  the  owners 
have  3  years  in  which  to  apply  for  transfer  of  the  allotment  to  other 
land  which  they  own  or  have  acquired. 

Experience  in  1961  proved  that  the  existing  regulations  did  not 
entirely  prevent  the  use  of  schemes  and  devices  in  transferring  allot- 
ments. Therefore,  amendments  to  the  regulations  now  provide  that 
(1)  the  displaced  owner  must  furnish  all  pertinent  documents  pertain- 
ing to  his  ownership  or  purchase  of  the  land  to  which  the  allotment 
is  being  transferred,  showing  conclusively  that  the  displaced  owner 
made  a  normal  acquisition  for  the  bona  fide  purpose  of  reestablishing 
his  farming  operations;  (2)  his  status  on  the  acquired  farm  will  be 
at  least  the  same  as  on  the  farm  from  which  he  was  displaced;  (3)  he 
will  not  lease  the  acquired  farm  to  the  seller  or  a  person  under  the 
seller's  control;  and  (4)  the  contractual  and  leasing  arrangements  are 
customary  for  the  area  with  respect  to  purchase  price,  size  and  time 
of  payment  and  leasing  agreements. 

State  offices  were  instructed  to  review  all  pooled  allotment  transfers 
for  all  commodities  for  the  past  3  years,  referring  questionable  cases 
to  Washington  for  administrative  and  legal  review.  Later  applica- 
tions for  transfer  of  pooled  allotments  for  1962  and  subsequent  years 
are  being  submitted  to  Washington  for  review  prior  to  final  approval 
of  the  transfer.  This  revised  procedure  should  eliminate  would-be 
transfers  that  are  not  bona  fide. 

ASCS  Reorganized  at  Washington  Level 

In  mid-November  1962,  a  major  reorganization  of  the  Agricultural 
Stabilization  and  Conservation  Service  was  initiated  at  the  Washing- 
ton level.  It  emphasizes  further  strong  steps  to  improve  programs, 
strengthen  internal  communications,  and  increase  administrative  effi- 
ciency, including  more  effective  supervision  of  county  office  operations, 
so  we  can  do  an  even  better  job  of  conducting  the  public  business. 

A  strong  and  practical  training  program  for  State  and  county  ASC 
committeemen  is  being  initiated.  This  will  be  maintained  on  a 
continuing  basis. 

Another  change  of  major  significance  announced  in  mid-November 
1962  is  the  placing  of  full  and  complete  responsibility  for  all  operating 
policy  and  procedure  in  programs  dealing  with  farmers  under  one 
administrative  head  in  Washington.  This  will  simplify  administra- 
tion and  eliminate  the  diffusion  of  responsibility  and  authority  among 
several  deputy  administrators  which  previously  existed. 
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Crop  Insurance 

Another  key  and  increasingly  important  role  in  the  stabilization  of 
the  Nation's  agriculture  is  performed  by  all-risk  Federal  Crop  Insur- 
ance which  protects  growers'  annual  production  costs  against  loss 
from  natural  hazards  beyond  their  control. 

The  technological  revolution  which  has  taken  place  throughout 
U.S.  agriculture  has  not  only  increased  production,  but  has  made 
farm  finances  and  futures  more  vulnerable  to  the  impact  of  the 
unexpected. 

High  production  costs  and  the  heavy  capital  outlay  required  for 
modern  farming  place  the  average  farmer  in  a  position  where  a  few 
bad  breaks — such  as  crop  failures,  low  prices  or  a  combination  of 
these — can  bring  him  financial  ruin  faster  than  ever  before.  Impres- 
sive research  achievements  have  drastically  reduced  the  risks  of 
weather,  insects,  and  disease,  but  they  have  by  no  means  eliminated 
them.  Similarly,  the  best  of  marketing  services  and  favorable  prices 
are  of  no  help  to  a  farmer  without  a  crop  to  market.  One  uninsured 
crop  failure  today  usually  requires  the  profit  from  several  future 
years  of  investment  and  labor  just  to  recover  the  loss  of  production 
costs. 

There  are  seed  and  fertilizer  bills  still  to  be  paid,  installments  on  the 
mortgage  or  on  machinery,  and  most  of  all,  the  need  for  money  to 
farm  again  next  year. 

Since  the  Federal  Crop  Insurance  Corporation  program  began,  farm 
families  have  been  helped  in  meeting  such  bills  through  nearly  half 
a  billion  dollars  of  crop  insurance  indemnities.  These  insurance 
checks  have  come  to  them  because  they  joined  in  Federal  crop  insurance 
plans  with  other  farmers,  paying  premiums  to  cushion  the  personal 
financial  hardship  of  unpredictable,  unavoidable  crop  losses. 

Against  this  background  of  need,  the  Federal  Crop  Insurance  serv- 
ice is  being  expanded  to  the  extent  permitted  by  legislation. 

The  insurance  service  potential  of  the  Corporation  was  broadened  to 
include  rasins  in  1961,  and  peas,  potatoes,  and  peanuts  in  1962.  Ap- 
ples, cherries,  and  canning  tomatoes  will  be  added  in  1963.  The  net 
result  is  a  50-percent  increase  in  the  number  of  crops  eligible  for 
Federal  Crop  Insurance  protection  in  1963  compared  with  1960. 

For  the  13  crops  previously  insured — wheat,  corn,  cotton,  soybeans, 
tobacco,  rice,  barley,  oats,  flax,  citrus,  grain  sorghum,  dry  edible  beans, 
and  peaches — the  service  potential  has  also  been  broadened.  During 
1962  crop  insurance  coverage  was  extended  to  100  new  counties.  This, 
the  maximum  expansion  permitted  by  the  legislation,  is  also  being 
made  for  the  1963  crop  year.  In  1963,  Federal  crop  insurance  wlD 
be  available  on  at  least  one  major  crop  in  1,095  counties. 

The  service  potential  of  crop  insurance  has  been  increased,  too,  by 
offering  farmers  better  service.  Most  of  the  insurance  plans  have  now 
been  modernized  to  make  production  guarantees  and  premium  rates 
reflect  the  major  increases  in  productivity  and  production  costs  that 
have  taken  place. 

The  following  facts  highlight  the  1962  record : 

Contracts  in  force  covered  more  than  360,000  separate  farmers'  crops  compared 
to  320,000  in  1961. 
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Premium  income  was  about  $22.5  million  for  $350  million  of  protection  pro- 
vided— compared  with  premium  income  of  $18.2  million  in  1961  for  $272  million 
of  protection  provided. 

Indemnities  will  be  paid  on  more  than  40,000  crops  and  will  total  about 
$20  million  or  about  90  cents  of  each  1962  premium  dollar. 

For  the  sixth  consecutive  year  premiums  paid  by  farmers  for  crop  insurance 
protection  were  more  than  adequate  to  cover  the  indemnities  paid. 

Florida  citrus  growers  in  December  1962  were  hit  hard  by  freezes. 
They  received  several  million  dollars  in  indemnities.  Too  much  mois- 
ture caused  heavy  tobacco  losses  in  several  North  Carolina  counties. 
Growers  in  Beaufort  Comity,  N.C.,  received  indemnity  payments  of 
nearly  $1,000,000.  Heavy  1962  indemnities  were  also  paid  because 
of  damage  to  corn  in  Minnesota,  cotton  in  Texas,  and  wheat  in 
Montana. 

Crop  insurance  indemnities  go  where  and  when  they  are  most  needed. 

Thus,  crop  disaster  came  to  North  Dakota  in  1961  from  too  little 
moisture.  Farmers  in  Williams  County,  N.  Dak.,  collected  indemnities 
of  $175,000.   In  1962  not  one  loss  was  paid  in  Williams  County. 

As  an  editorial  in  the  Henderson  Daily  Dispatch  in  North  Carolina 
recently  pointed  out :  "Risks  that  are  assumed  in  this  modern  complex 
world  are  so  great  that  insurance  is  virtually  a  must.  It  is  a  calculated 
cost  of  operation,  whether  in  agriculture  or  industry.  If  it  consti- 
tutes a  terrific  drain,  it  is  in  the  long  run  worth  the  price.  This  is  no 
mere  plug  for  underwriters,  but  just  plain  commonsense,  and  good 
business  practice. 

"Fire,  hail,  floods  and  other  disasters  hit  when  and  where  least  ex- 
pected. Without  protection,  many  an  individual  or  corporation  would 
be  wiped  out.  Insurance  is  both  valuable  and  essential  from  any 
approach." 

Changing  needs  on  the  farm  front  require  a  capacity  for  adaptation 
on  the  program  front.  The  crop  insurance  program  will  continue  to 
be  strengthened  and  improved  to  provide  the  greatest  possible  service 
to  farmers  in  meeting  their  changing  needs. 

Marketing  Agricultural  Abundance 

While  production  adjustment  programs  have  been  a  primary  factor 
in  strengthening  farm  prices  and  income  since  1960,  intensified  efforts 
to  help  agriculture  market  its  products  have  also  played  a  major  role. 
During  1962,  we  continued  and  expanded  programs  and  activities 
designed  to  increase  consumption  of  farm  products  both  at  home  and 
abroad. 

The  Agricultural  Marketing  Service  carried  out  special  food  dis- 
tribution programs ;  research  to  help  farmers  market  more  efficiently ; 
marketing  order  programs  for  fruits  and  vegetables;  regulatory  ac- 
tivities; market  news;  and  inspection,  grading,  classification,  and 
standardization  of  farm  products.  All  these  activities  contributed 
to  the  more  effective  marketing  of  agricultural  products. 

Food  Distribution 

AMS  food  distribution  programs  in  fiscal  year  1962  made  more  ef- 
fective use  of  agricultural  abundance  than  ever  before. 
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Two  billion  pounds  of  food,  valued  at  $366  million,  were  distributed 
throughout  the  50  States  and  the  territories — a  50-percent  increase 
over  the  volume  donated  in  fiscal  1961. 

Through  the  voluntary  cooperation  and  assistance  of  State  and  local 
governments,  the  expanded  family  donation  program  brought  more 
food  to  more  needy  people  in  more  areas  of  the  country. 

Some  4  million  pounds  of  donated  foods  were  made  available  during 
the  year  to  help  feed  victims  of  hurricanes,  floods,  and  other  natural 
disasters  in  16  States  and  Puerto  Rico.  Approximately  40,000  migrant 
farmworkers  and  their  families  received  emergency  foods  in  Texas  and 
South  Carolina  when  frosts  and  heavy  rains  ruined  the  crops  they 
were  to  harvest.  Migrant  workers  in  many  parts  of  the  country  bene- 
fit on  a  continuing  basis  from  regular  distribution  programs. 

The  National  School  Lunch  Program  provided  schoolchildren 
nearly  63  percent  more  food  during  the  1961-62  academic  year  than 
a  year  earlier — reflecting  both  an  increase  in  the  number  of  children 
and  a  substantial  improvement  in  their  diet.  Some  65,000  schools 
took  part  in  this  program.  They  served  2.4  billion  lunches  to  more 
than  14  million  youngsters. 

In  addition,  special  supplementary  foods  were  given  to  some  300 
schools  that,  because  of  poor  local  economic  conditions,  had  never 
previously  been  able  to  have  a  lunch  service.  Through  the  combined 
efforts  of  Federal,  State,  and  local  people,  more  than  22,000  children 
enjoyed  hot  lunches  at  school  for  the  first  time.  Those  who  could 
pay — even  a  penny  or  two — did  so ;  those  who  could  not  received  the 
same  lunch  free. 

Lunch  service  under  the  Special  Commodity  Assistance  Program  started  in 
late  winter  in  75  public  schools  in  Floyd  County,  Ky.  After  the  lunch  program 
was  well  underway,  the  county  school  superintendent  reported  greater  alertness 
among  the  children.  Class  work  was  noticeably  better.  In  1  school,  10  under- 
weight children  gained  an  average  of  10  pounds  each. 

The  Special  Milk  Program,  which  encourages  school-age  children  to 
drink  more  milk  by  paying  part  of  the  cost  of  additional  milk  served, 
was  expanded  to  some  87,000  schools,  child-care  centers,  summer 
camps,  orphanages  and  similar  institutions,  which  served  2.6  billion 
half-pints  of  milk  under  the  program.  Added  to  the  2.4  billion  half- 
pints  dispensed  with  meals  under  the  National  School  Lunch  Pro- 
gram, the  total  represented  more  than  5  percent  of  the  Nation's  non- 
farm  fluid  milk  consumption. 

The  experimental  Food  Stamp  Program,  initiated  at  the  close  of 
fiscal  1961,  proved  in  its  first  full  year  of  operation  to  be  an  effective 
means  of  upgrading  the  diets  of  low-income  families. 

Participating  families  substantially  increased  their  food  consump- 
tion. Fruits,  vegetables,  and  animal  products  such  as  meat,  poultry, 
milk,  and  eggs — all  high-resource  farm  products — constituted  more 
than  80  percent  of  the  increase  in  the  value  of  foods  used. 
t  During  the  fiscal  year,  the  number  of  Food  Stamp  Program  par- 
ticipants averaged  142,816  monthly.  They  received  over  $35  million 
in  food  coupons,  for  which  they  paid  $22  million  and  the  Federal 
Government  contributed  $13  million.  Participating  families  averaged 
approximately  four  persons;  food  expenditures  approximated  $4.75 
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per  individual  per  week,  about  $1.75  of  which  represented  the  Federal 
contribution. 

Since  experience  with  the  pilot  projects  indicates  clearly  that  the 
additional  food  purchasing  power  generated  by  a  food  stamp  program 
provides  general  support  to  the  domestic  demand  for  food  and,  there- 
fore, bolsters  farm  income,  the  experimental  program  is  being  ex- 
panded to  an  additional  25  areas  in  18  States  during  fiscal  year  1963. 
This  will  test  the  food  stamp  method  under  a  wider  range  of  geo- 
graphic and  operating  conditions  than  was  possible  during  the  initial 
year. 

Food  distribution  personnel  continued  to  work  closely  with  food 
producers,  State  marketing  and  agricultural  officials,  food  trade 
groups  and  food  service  organizations  to  attain  maximum  movement 
of  agricultural  abundance  through  normal  marketing  channels.  In 
addition  to  regular  monthly  programs  initiated  to  move  foods  in 
plentiful  supply,  seven  special  nationwide  programs  and  30  regional 
food  promotions  were  conducted  to  help  accelerate  movement  of  foods 
determined  to  be  in  a  distress  supply  position.  These  included  special 
promotions  for  turkeys,  cranberries,  dairy  products,  potatoes,  apples, 
eggs,  August  Sandwich  Month  (wheat  flour),  oranges,  pecans,  straw- 
berries, sweet  corn,  lamb,  beef,  honey,  and  peaches. 

The  National  Turkey  Federation  Executive  Committee  unanimously  expressed 
appreciation  and  approval  for  the  outstanding  support  the  Department  provided 
in  moving  the  colossal  1961  crop  of  turkeys  into  consumption. 

Purchase  and  Surplus  Removal  Programs 

AMS  carries  out  two  types  of  purchase  programs — one  (commonly 
called  Section  6)  to  supply  school  lunch  needs,  and  another  (Section 
32)  to  remove  from  the  markets  products  which  are  temporarily  in 
excess  supply.  Section  32  programs  also  attempt  to  widen  demand 
for  farm  products  by  encouraging  exports  and  the  development  of 
new  outlets  and  uses. 

In  keeping  with  expanded  programs  for  school  lunch  and  direct 
distribution  of  foods  to  the  needy,  purchase  programs  during  fiscal 
1962  were  carried  on  for  a  wide  variety  and  an  increased  volume  of 
foods. 

For  school  lunch,  large  quantities  of  such  foods  as  frozen  ground 
beef,  canned  beef,  canned  pork,  canned  chopped  meat,  frozen  cut-up 
young  chickens,  and  numerous  canned  fruits  and  vegetables  were 
purchased. 

Food  purchased  for  surplus  removal  and  for  donation  to  schools  and 
the  needy  included  dried  whole  egg  solids,  frozen  turkeys,  canned 
chopped  meat,  lard — and  416,710  hundredweight  of  potatoes. 

A  potato  diversion  program  was  also  operated  from  September 
through  May,  under  which  more  than  29  million  hundredweight  were 
diverted  to  starch,  flour,  and  livestock  feed.  Growers  in  14  States  par- 
ticipated in  the  program. 

Initiated  during  the  year  was  an  export  payment  program  to  aid 
tobacco  growers  by  encouraging  the  export  of  Commodity  Credit 
Corporation  loan  stocks  of  leaf  tobacco  from  the  1956  and  earlier 
crops.    Aimed  at  establishing  new  foreign  customers  and  export  mar- 
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kets,  the  program  makes  payments  to  exporters,  enabling  them  to  sell 
tobacco  abroad  at  competitive  world  prices,  even  though  domestic 
prices  are  above  that  level. 

To  encourage  domestic  consumption  of  low-quality  cotton  and  cot- 
ton byproducts,  AIMS  started  a  pilot  program  to  divert  these  prod- 
ucts into  bagging  material  for  cotton  bales.  The  program  provides 
for  a  benefit  payment  of  $1  per  bale  covering. 

Marketing  Research 

Food  marketing  charges  leveled  off  in  the  United  States  during 
1962  after  rising  in  each  of  the  11  preceding  years,  and  are  expected 
to  average  about  the  same  in  1963. 

During  fiscal  1962,  AMS  marketing  researchers  again  reported  out 
results  on  a  number  of  projects  which  are  helping  to  increase  effi- 
ciency and  lower  the  cost  of  moving  farm  output  to  consumers. 

"It  couldn't  be  done,"  was  the  prevailing  opinion  whenever  the  idea 
was  presented  for  a  new  wholesale  food  market  to  replace  New  York 
City's  antiquated  facilities. 

However,  AMS  marketing  research  plans  are  now  being  used  in 
the  construction  of  a  new  fruit  and  vegetable  market  that  can  save 
$10  million  a  year  in  handling  costs  for  produce  purchased  by  the  15 
million  consumers  in  the  New  York  metropolitan  area.  Related  plans 
for  new  facilities  to  handle  meat,  poultry,  cheese,  butter,  and  eggs,  if 
adopted,  could  save  an  additional  $15  million  annually  hi  the  Nation's 
largest  food  market. 

Another  popular  research  achievement  touching  fanners  directly 
shows  how  improvements  in  commercial  cattle  feedlots  can  save  an 
average  of  about  15  percent  in  labor  and  equipment  expenses.  Hun- 
dreds of  requests  for  the  results  of  this  research  project  have  been 
filled.  They  came  from  feedlot  operators,  colleges,  bankers,  equip- 
ment manufacturers,  research  laboratories,  and  others. 

One  trade  organization  presented  a  special  citation  to  AMS  trans- 
portation researchers  this  year  for  introducing  better  refrigeration 
methods  for  railcars  and  trailers  used  in  transporting  frozen  foods. 

Improved  methods  of  grocery  handling  in  warehouses  and  retail 
stores,  developed  by  marketing  researchers,  not  only  reduce  handling 
costs — they  often  help  increase  sales.  A  135-store  organization  in 
Illinois  reported  that  adoption  of  AMS  recommendations  increased 
produce  sales  25  percent,  with  savings  of  about  $5,000  in  each  store. 

Similar  savings  were  cited  by  many  others,  including  a  chainstore 
organization  in  Missouri  and  a  small  local  chain  in  Oklahoma.  The 
operator  of  one  Kansas  store  reported  a  38-percent  increase  in  produce 
sales  and  a  12-percent  reduction  in  labor  costs. 

According  to  the  operators  of  many  stores,  most  of  the  savings  made  possible 
by  marketing  research  have  been  passed  on  to  consumers  in  lower  prices.  Some 
of  the  savings  are  passed  back  to  farmers,  too,  and  they  also  benefit  when 
markets  are  expanded  through  increasing  sales. 

In  some  places,  lettuce  is  now  being  wrapped  and  packed  for  con- 
sumers right  in  the  field.  This  improved  marketing  method,  devel- 
oped through  marketing  research,  brings  a  fresher  product  to 
consumers  at  less  cost. 
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Other  research  projects  during  1962  brought  forth : 

A  treatment  to  prevent  mold  growth  on  citrus  fruits  in  marketing  channels. 

Better  methods  of  controlling  peach  decay  and  potato  sprouting. 

Handling  methods  which  extend  the  marketing  life  of  pears  and  grapes,  giving 
consumers  a  longer  season  over  which  to  buy  these  fresh  products. 

Instruments  that  detect  internal  defects  and  that  measure  ripeness  of  fruits 
and  vegetables. 

A  tobacco  warehouseman  wrote : 

Our  insect  control  program  has  resulted  in  savings  of  $43,697.  We  feel  that 
your  recommendations  have  accounted  for  the  great  majority  of  the  savings  this 
past  year.  TVe  appreciate  very  much  the  cooperation  and  assistance  you  have 
given  us  in  the  protection  of  our  large  stocks  of  tobacco. 

Better  ways  to  prevent  deterioration  of  cotton  quality  during  milling 
have  been  developed,  in  cooperation  with  other  agencies,  in  the  AMS 
cotton  spinning  laboratory.  Not  only  has  this  research  been  wortli 
millions  of  dollars  to  farmers,  the  textile  industry,  and  consumers,  it 
has  improved  the  competitive  position  of  American  cotton  in  foreign 
markets. 

The  year's  outstanding  contribution  to  peanut  marketing  research, 
according  to  the  National  Peanut  Council,  was  made  by  an  AMS  re- 
search engineer.  He  was  cited  for  the  development  of  a  sampling  in- 
strument, the  latest  of  several  devices  invented  by  marketing  research 
to  improve  the  efficiency  and  accuracy,  and  reduce  the  cost,  of  sampling 
and  grading  peanuts. 

Marketing  Service  Matching  Fund  Program 

Increasing  interest  in  the  Marketing  Service  Matching  Fund  Pro- 
gram, conducted  by  AMS,  was  evidenced  during  fiscal  1962  with  State 
departments  of  agriculture  in  41  States  conducting  121  projects. 

Financed  by  Federal-State  matched  funds  authorized  by  the  Agri- 
cultural Marketing  Act  of  1946,  these  projects  assist  producers  and 
marketing  agencies  at  each  level  of  distribution  to  apply  research  re- 
sults and  improved  marketing  practices  in  solving  their  marketing 
problems. 

The  following  examples  typify  accomplishments  under  this  program. 

The  Director  of  the  Division  of  Markets,  Virginia  Department  of 
Agriculture,  reporting  on  a  Matching  Fund  Program  in  Virginia 
said: 

During  1961,  Virginia  feeder  pig  producers  selling  through  special  pig  sales 
received  an  average  of  $4.25  more  per  head  than  producers  selling  through  regu- 
lar markets. 

This  means  that  these  producers  received  $73,163  more  in  1961,  and  $154,003 
more  between  1958  and  1961,  than  they  would  have  received  if  the  marketing 
improvement  program  hadn't  been  initiated. 

Technical  assistance  provided  North  Carolina  cotton  ginners  dur- 
ing recent  years  has  been  an  important  factor  in  reducing  rough  prep 
cotton  from  20  percent  of  the  total  crop  to  less  than  0.5  percent,  bring- 
ing farmers  in  that  State  increased  returns  of  about  $200,000  annually. 

Information  developed  from  the  Kansas  Wheat  Quality  Survey  on 
test  weight,  protein  content,  and  sedimentation  value  by  comities  con- 
tributed to  a  strengthening  of  demand  by  buyers  of  Kansas  wheat. 
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Farmers  received  26  cents  per  bushel  more  for  their  1962  wheat  than 
for  their  1961  crop. 

A  newly  developed  lamb  grading  and  marketing  program  in  Penn- 
sylvania, whereby  large  lots  of  uniformly  graded  and  sized  lambs 
were  brought  together  in  special  sales,  returned  participating  farm- 
ers premiums  of  $1  to  $2  per  lamb  in  the  top  grades  and  from  $2  to  $5 
per  lamb  in  the  second  grade. 

Under  the  matching  fund  project  initiated  by  Hawaii  last  year, 
preliminary  grades  and  standards  have  been  developed  for  Kona 
coffee,  one  of  the  leading  crops  in  the  State. 

Fiscal  1962  was  the  first  full  year  of  operation  for  the  Agricultural 
Marketing  Service  under  its  reorganization  of  April  1961.  Signifi- 
cant progress  was  made  in  strengthening  and  improving  various  AMS 
services.  Major  emphasis  was  placed  on  adapting  marketing  services 
to  changes  in  the  market  structure — to  make  them  more  useful  and 
effective  in  serving  farmers,  marketers,  and  consumers. 

Marketing  Agreements  and  Orders  for  Fruits  and  Vegetables 

Forty-four  marketing  agreement  and  order  programs  were  in  effect 
during  the  year  for  fruit,  vegetable,  and  tree  nut  crops.  The  farm 
value  of  the  products  covered  by  these  programs  totaled  more  than 
a  billion  dollars. 

New  marketing  order  programs  went  into  effect  on  grapes  for  crush- 
ing in  California  and  Indian  Eiver  grapefruit  in  Florida.  Hearings 
were  held  on  industry  proposals  for  a  marketing  program  on  cranber- 
ries and  on  a  national  marketing  order  for  potatoes. 

The  trend  toward  centralized  buying — for  chain,  affiliated  and 
cooperative  grocery  stores — has  had  its  effect  on  marketing  order  pro- 
grams. Greater  effort  is  being  exerted  to  meet  these  changing  condi- 
tions through  grade,  size,  maturity,  and  pack  regulations  designed 
to  provide  the  type  of  product  that  quantity  buyers  need. 

Regulatory  Services 

Kegulatory  programs  administered  by  AMS  set  out  rules  of  fair 
business  practice  and  protect  the  rights  of  growers,  of  those  engaged 
in  processing  and  marketing,  and  of  the  consuming  public. 

During  1962,  AMS  made  important  strides  toward  better  adminis- 
tration of  the  Packers  and  Stockyards  Act  as  it  applies  to  the 
livestock,  poultry,  and  meat  packing  industries — concentrating  par- 
ticularly on  restriction  of  competition,  price  discrimination,  and 
violations  in  the  field  of  poultry  marketing. 

The  numerous  actions  taken  included : 

The  first  formal  administrative  action  against  a  poultry  processor  for  failure 
to  truly  and  correctly  account  for  poultry  purchased. 

A  landmark  case  on  discriminatory  pricing,  climaxed  with  a  cease  and  desist 
order  against  a  major  meatpacker,  ruling  that  the  firm  could  not  legally  sell 
smoked  and  cured  pork  products  to  chainstores  or  group  buyers  at  prices  sub- 
stantially lower  than  prices  charged  other  purchasers — if  the  items  sold  are 
of  like  grade  and  quality — unless  the  lower  prices  reflect  cost  savings  to  the 
selling  firm. 

A  decision  and  order  against  a  meatpacker  for  limiting  compel ition  through 
a  division  of  supplies  and  through  an  arrangcmeui  to  purchase  livestock  through 
competitor  dealers. 
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General  economic  trends  within  the  produce  industry  had  a  notice- 
able effect  on  the  administration  of  the  Perishable  Agricultural 
Commodities  Act. 

Because  of  firms  going  out  of  business  and  a  steadily  decreasing 
number  of  licensed  truckers,  licensees  under  the  PAC  Act  have  been 
declining.  Many  licensees  find  themselves  in  a  financial  "squeeze." 
For  this  reason  more  time  and  effort  has  been  required  to  settle  cases 
informally. 

Although  fewer  cases  were  closed  during  fiscal  1962,  payments 
under  amicable  settlements  totaled  $980,338,  compared  with  $955,507 
in  1961. 

Amendments  to  the  Federal  Seed  Act — a  "truth  in  labeling"  law — 
were  promulgated,  to  become  effective  July  1,  1963.  After  that  date 
giant  bermudagrass,  common  bermudagrass,  animal  ryegrass,  and 
perennial  ryegrass  will  be  recognized  as  separate  kinds  of  seed.  The 
names  shown  on  labels  of  these  seeds  will  be  required  to  conform  to 
regulations  and  the  purity  of  the  seed  will  be  required  to  conform 
to  the  label. 

Testing  of  treated  seed  was  inaugurated  during  the  year.  While 
variety  testing  increased  almost  400  percent,  samples  tested,  laboratory 
tests,  and  import  testing  decreased. 

Three  seed-testing  conferences  to  promote  uniformity  in  testing 
and  reduce  violations  under  the  Federal  Seed  Act  were  held  during 
the  year.   They  were  attended  by  representatives  of  43  laboratories. 

Activities  under  the  U.S.  Warehouse  Act,  which  provides  assurance 
of  safe  storage  for  farm  products,  also  increased. 

Total  grain  capacity  under  active  U.S.  warehouse  licenses  at  the 
end  of  fiscal  1962  stood  at  1.31  billion  bushels,  compared  with 
1.28  billion  a  year  earlier.  Cotton  storage  capacity  under  this  Federal 
protection,  also  up  slightly,  stood  at  13.7  million  bales  on  June  30, 1962. 
Workloads  per  employee  have  increased  substantially,  and  timesaving 
changes  in  procedure  are  continually  being  adopted  to  increase  pro- 
ductivity per  man  in  examining  and  reviewing  warehouse  operations 
and  thus  protecting  the  integrity  of  federally  licensed  warehouse 
receipts. 

AMS  marketing  specialists  made  presentations  in  90  separate  ac- 
tions involving  freight  rate  and  service  matters  to  help  hold  down 
marketing  costs  for  farmers  and  agricultural  shippers  and  improve 
transportation  service  and  facilities.  A  number  of  carriers  serving 
the  Great  Plains  wheat  area  agreed  to  reduce  the  westbound  export 
rate  on  wheat.  This  reduced  rate  plus  the  Departmental  subsidy 
facilitates  sales  of  wheat  to  Far  Eastern  dollar  markets,  particularly 
Japan. 

Market  News 

Farmers,  processors,  and  others  engaged  in  the  marketing  of  farm 
products  received  better,  more  comprehensive  market  news  reports 
during  1962  as  AMS  continued  to  adapt  its  market  news  service  to 
the  rapidly  changing  patterns  of  marketing  throughout  the  country. 

Changes  in  fruit  and  vegetable  market  news  reporting  reflected 
an  expansion  in  trading  at  shipping  points.  New  f  .o.b.  market  news 
reports,  covering  shipping  point  activity,  were  started  on  watermelons 
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in  Missouri,  Virginia,  and  Indiana ;  on  potatoes  in  central  Minnesota 
and  Pennsylvania ;  and  on  lettuce  in  Michigan  and  the  San  Luis  Valley 
of  Colorado. 

A  new  type  of  weekly  report  was  also  used  more  widely  during  1962, 
giving  growers  and  shippers  a  better  idea  of  the  distribution  their 
crops  are  getting.  The  reports  show  total  unloads  of  a  particular 
commodity  in  41  cities,  by  the  regions  from  which  they  were  shipped. 
This  type  of  report,  issued  for  peaches  and  watermelons  in  1961,  was 
also  used  in  fiscal  1962  for  apples,  cantaloups,  celery,  grapefruit, 
lettuce,  oranges,  and  potatoes. 

"We  are  most  pleased  to  have  the  41  city  report  on  citrus  unloads  available 
to  us,"  said  the  sales  manager  of  a  Florida  shipping  concern.  "This  current 
information  is  imperative  in  understanding  the  potential  of  various  markets 
and  knowing  what  type  of  marketing  program  to  pursue." 

Through  new  reports  and  a  program  to  furnish  local  spot  cotton 
prices  more  quickly  to  radio,  television,  and  newspaper  outlets,  AMS 
kept  cotton  producers  better  informed  on  prices,  quality,  and  crop 
movement  during  fiscal  1962  than  in  any  other  previous  season.  The 
Associated  Press  and  United  Press  International  wire  services  co- 
operated by  carrying  cotton  prices  daily,  and  condensed  market  news 
summaries  weekly,  over  lines  that  covered  a  large  part  of  the  Cotton 
Belt. 

Acting  on  an  application  from  the  Cotton  Exchange  at  Phoenix, 
Ariz.,  AMS  designated  Phoenix  as  a  spot  cotton  market,  effective 
August  1,  1962.  This  will  bring  western  cotton  better  representation 
in  the  average  prices  of  U.S.  production. 

Among  the  many  changes  and  improvements  in  grain  market  re- 
porting during  1962  were : 

1.  Weekly  publication  of  information,  by  areas,  of  sales  for  the 
redemption  of  certificates  under  the  Feed  Grain  Program. 

2.  Reporting  of  export  sales  of  wheat  and  flour  by  type  of  sale. 

3.  Weekly  reporting  of  prices  at  export  ports  of  principal  grains 
exported. 

Responding  to  increasing  emphasis  on  production  area  trading  in 
livestock  and  wool,  AMS  expanded  market  news  coverage  of  these 
commodities  to  include  more  direct  buying  and  selling  at  the  farm 
and  country  buying  station,  and  at  local  auction  markets.  Cooperative 
agreements  expanding  and  creating  several  new  Federal-State  report- 
ing programs  helped  provide  this  increase  in  local  coverage. 

Dairy  and  poultry  market  news  reporting  also  required  some  ad- 
justments to  changing  industry  practices. 

Reports  on  New  York  frozen  egg  prices  were  made  twice  weekly 
and  coverage  was  expanded  to  include  the  Philadelphia  area. 

The  basis  for  reporting  live  broiler  prices  in  the  Southeast  was 
broadened  and  changed  to  a  narrative  presentation,  thus  giving  a 
clearer  picture  of  developments  in  the  live-broiler  market. 

The  most  comprehensive  information  ever  offered  on  naval  stores 
is  now  being  placed  before  the  public.  These  reports  encompass 
volume  on  all  domestic  sales,  prices  on  nearly  all  domestic  sales,  and 
both  volume  and  prices  on  practically  all  export  sales. 

An  important  phase  of  AMS  activity  is  directed  toward  assuring 
consumers  the  quality  of  farm  products  they  desire. 
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Standards  for  a  number  of  farm  products  were  revised  to  adapt 
them  to  changes  in  production  and  marketing,  thus  rendering  them 
a  more  precise  tool  for  both  buyers  and  sellers. 

The  universal  standards  for  American  upland  cotton  were  revised 
in  June  1962,  to  become  effective  June  15,  1963.  The  revision  will 
promote  more  accurate  grade  classification  under  these  standards 
which  are  in  worldwide  use.  All  major  domestic  industry  groups,  as 
well  as  all  foreign  signatories  to  the  Universal  Cotton  Standards 
Agreement,  supported  the  revision. 

Work  under  the  International  Calibration  Cotton  Standards  Pro- 
gram continued  to  expand  in  purpose  and  scope.  This  program, 
operated  by  the  Cotton  Division  of  AMS,  provides  a  means  for  all 
liber-testing  laboratories  to  calibrate  their  instruments  or  otherwise 
adjust  test  results  to  the  same  level  in  countries  throughout  the  world. 
The  calibration  standards  are  now  being  used  by  639  laboratories  in  41 
countries. 

To  keep  abreast  of  the  many  new  poultry  food  products  being 
developed,  new  tentative  standards  were  proposed  for  poultry  meat 
content  in  46  convenience  food  products. 

In  response  to  industry  needs  for  a  dry  milk  with  increased  water 
absorption  capacity,  standards  for  grades  on  nonfat  dry  milk  (spray 
process)  were  revised.  The  amendment  permits  a  higher  solubility 
index  for  established  grades  of  high  heat  nonfat  dry  milk. 

In  the  interest  of  establishing  greater  uniformity  in  standards  for 
dairy  products  throughout  the  country,  AMS  has  taken  the  lead  in 
developing  several  standards  for  voluntary  use.  These  include  photo- 
graphic sediment  standards  for  farm  holding-tank  milk  and  standards 
for  manufacturing  milk.  The  latter  would  establish  standards — to  be 
offered  for  adoption  and  use  by  State  governments — for  quality  of  the 
raw  material  going  into  manufactured  dairy  products  and  for  hygiene 
of  manufacture. 

To  provide  maximum  aid  in  the  buying  and  selling  of  fresh  and 
processed  fruits  and  vegetables  during  1962,  17  grade  standards  for 
these  commodities  were  revised  and  2  new  ones  were  issued.  The 
close  of  the  year  found  296  U.S.  grade  standards  in  effect  for  fresh 
and  processed  fruits  and  vegetables  and  related  products. 

Standards  for  rice,  barley,  and  grain  sorghums  were  revised  during 
the  year  to  adapt  them  to  changes  in  marketing  and  production. 

A  proposal  to  revise  standards  for  dry  peas,  split  peas,  and  lentils 
was  published.  Comprehensive  reviews  of  the  wheat  and  corn  stand- 
ards were  initiated  to  determine  what,  if  any,  changes  are  needed  to 
meet  the  needs  of  the  various  elements  in  the  trade. 

To  keep  pace  with  current  trends  in  tobacco  processing  and  usage, 
AMS  published  proposed  modifications  in  the  tentative  grade  stand- 
ards for  cigar-filler  tobacco  grown  in  Puerto  Rico,  U.S.  Type  46. 

Tentative  standards  for  Connecticut  Valley  cigar-binder  tobaccos, 
Types  51  and  52,  were  slightly  modified — after  a  3-year  field  trial — 
and  proposed  for  adoption  as  official  standards. 
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Naval  stores  standardization  specialists  undertook  collaborative 
studies  with  the  American  Society  for  Testing  and  Materials  to  de- 
velop methods  of  analysis  for  rosin  in  protective  coatings  and  rosin 
fatty  acids. 

Inspection,  Grading,  and  Classing 

Increased  use  of  AMS  inspection  and  grading  services  during  1962 
for  practically  all  farm  products  reflects  the  growing  trend  toward 
specification  buying  to  meet  the  needs  of  today's  mass  merchandising 
system. 

The  large  increase  in  use  of  grading  and  inspection  services  for 
food  products  especially — services  which  are  for  the  most  part  vol- 
untary and  for  which  users  pay  a  fee — also  indicated  a  growing 
consumer  awareness  and  demand  for  quality  assurance. 

U.S.  consumers  are  increasingly  averse  to  excess  fat  on  beef.  This 
led  to  the  development  of  an  entirely  new  approach  to  beef  carcass 
grading.  A  dual  grading  system,  based  on  nearly  10  years  of  re- 
search, was  offered  to  the  meat  and  livestock  industries  for  use  on  a 
trial  and  optional  basis  beginning  July  1,  1962.  The  system  provides 
for  a  new  dimension  in  the  precision  with  which  beef  value  can  be 
determined.  It  assigns  one  grade  for  quality  of  the  meat,  another 
for  the  yield  of  trimmed  retail  cuts  a  carcass  will  provide. 

To  meet  the  increased  industry  demand  for  federally  graded  and 
accepted  meat,  AMS  graders  rolled  and  stamped  approximately  440 
million  more  pounds  of  meat  in  1962  than  the  previous  year.  The 
USDA  shield  of  quality  was  applied  to  317  million  more  pounds  of 
beef  and  6  million  more  pounds  of  lamb. 

Poultry-grading  services  again  expanded  sharply.  More  than  3 
billion  pounds  of  chickens  were  graded  during  the  year — an  increase 
of  27  percent  over  1961.  Turkeys  graded  totaled  1  billion  pounds — 
an  increase  of  31  percent. 

Inspection  of  poultry  for  wholesomeness,  required  under  the  Poultry 
Products  Inspection  Act,  also  increased.  Nearly  6  billion  pounds  of 
ready-to-cook  poultry  were  certified  as  safe,  wholesome  food  by  AMS 
inspectors — 11  percent  over  the  amount  certified  during  the  previous 
year.  Poultry  inspectors  also  issued  nearly  22,000  export  certificates, 
representing  302  million  pounds  of  poultry  products  exported  to  for- 
eign countries. 

The  volume  of  dairy  products  inspected  and  graded  in  1962  reached 
an  alltime  high  of  4.6  billion  pounds.  More  than  1.6  billion  pounds 
of  butter  were  graded,  an  increase  of  49  percent  over  the  previous 
year,  and  423  million  pounds  of  cheese — almost  eight  times  more  than 
in  1961.  An  additional  649  million  pounds  of  dry  milk  were  graded 
bringing  the  total  to  2.5  billion  pounds  for  the  year. 

Inspection  of  fresh  fruits  and  vegetables  rose  20  percent  over  fiscal 
1961,  reaching  a  record  high  of  1,641,788  carlots.  The  rise  was  due 
mostly  to  a  large  increase  in  inspection  of  raw  products  for  process- 
ing— particularly  grapes  for  crushing  under  the  new  marketing  order, 
and  oranges  for  processing — and  to  inspections  performed  under  the 
potato  diversion  program. 

Inspection  of  processed  fruits  and  vegetables  continued  to  trend 
upward,  also  reaching  an  alltime  high  level. 
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More  consistent  interpretation  of  grain  standards  was  accomplished 
during  fiscal  1962  through  a  reorganization  which  established  nine 
area  offices  to  supervise  grain  inspection  throughout  the  U.S. 

The  total  quantity  of  grain  inspected  increased  approximately  240 
million  bushels  to  a  new  record  of  7.4  billion  bushels.  Federal  law 
requires  inspection  of  grain  that  moves  in  interstate  commerce  or  is 
exported  by  grade. 

The  number  of  appeals  from  licensed  inspectors'  grades  decreased 
by  about  9  percent  from  the  previous  year.  This  is  attributable  both 
to  an  improvement  in  inspection  accuracy,  and  to  production  of  better 
quality  grain. 

Sedimentation  testing  service  for  wheat  was  initiated  during  the 
year,  with  memorandums  of  agreement  signed  by  45  cooperating  agen- 
cies, employing  a  total  of  157  licensed  inspectors.  Tests  were  used  as 
a  basis  for  paying  premiums  under  the  price-support  program.  In 


the  opportunity  to  obtain  sedimentation  test  certificates  and  thus  have 
a  better  knowledge  of  the  bread-baking  strength  of  the  wheat  than 
had  previously  been  possible. 

The  application  of  scientific  sampling  and  testing  procedures  in 
wool  grading  was  demonstrated  to  industry  groups.  Of  particular 
significance  was  the  development  and  testing  of  an  electronic  wool 
staple-length  recorder,  which  affords  increased  accuracy  and  precision 
in  determining  staple  length. 

Cotton  classing  for  farmers  under  terms  of  the  Smith-Doxey  Act 
continued  at  a  high  level,  representing  94  percent  of  total  U.S. 
ginnings. 

Emphasis  was  continued  on  the  supervision  of  cotton  sampling. 
In  an  effort  to  stress  the  importance  of  proper  sampling  to  sampling 
agents  and  to  appraise  the  accuracy  of  sampling  being  done  by  gins 
and  warehouses,  nearly  14,000  sampling  inspections  were  made. 

Cottonseed  grading  trended  upward,  with  nearly  70  percent  of  cot- 
tonseed production  being  certified  for  grade. 

Inspection  of  tobacco  and  naval  stores  continued  at  much  the  same 
level  as  in  previous  years.  All  tobacco  sold  at  auction  markets  is 
currently  being  inspected. 

In  short,  much  of  the  Nation's  food,  fiber,  and  tobacco  was  mar- 
keted under  Federal  grade  standards,  including  (among  others)  : 

half  of  the  beef 

one-fifth  of  the  shell  eggs 

two-fifths  of  the  broilers 

seven-tenths  of  the  turkeys 

three-fifths  of  the  butter 

six-tenth  of  the  canned  fruits  and  vegetables 

nine-tenths  of  the  frozen  fruits  and  vegetables 

much  of  the  fresh  fruits  and  vegetables  (no  total  estimate  available) 
all  of  the  grain  that  crossed  State  lines 
all  of  the  rosin  and  turpentine 
nearly  all  of  the  cotton 

all  tobacco  sold  at  auction  (95  percent  of  the  crop) 


addition,  some 


wheat  took  advantage  of 
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Building  Markets  Abroad 

The  Department  through  the  Foreign  Agricultural  Service  in- 
creased its  efforts  in  1961-62  to  expand  further  the  exports  of  U.S. 
agricultural  products.    Here  are  some  of  the  results : 

For  the  second  successive  year  commercial  dollar  sales  of  U.S.  farm  products 
abroad  reached  record  heights  in  value  and  volume.  Food-for-peace  exports 
under  Government  programs  also  set  value  and  volume  records. 

U.S.  agricultural  interests  were  alerted  to  the  growing  importance  of  the 
European  Common  Market.  Vigorous  efforts  were  made  to  keep  that  major 
trading  area  open  to  American  farm  products.  The  Common  Market  granted 
concessions  to  a  number  of  U.S.  agricultural  commodities  and,  after  continuous 
Department  pressure  to  liberalize  ECM  import  policies,  indicated  willingness  to 
negotiate  further  on  others. 

Agricultural  attache  work  was  strengthened.  FAS  agricultural  intelligence 
service  was  improved  through  asignment  of  marketing  specialists,  establishment 
of  additional  attache  posts,  and  wider  distribution  of  attache  reports  through 
USD  A  field  offices. 

Agricultural  Exports  Set  Records 

The  rise  of  agricultural  exports,  source  of  about  one-seventh  of  all 
U.S.  farm  income,  to  recorclbreaking  volume  and  an  alltime  value 
high  of  $5.1  billion  brought  substantial  dollars-and-cents  benefits  to 
American  farmers.  It  also  provided  a  bridge  across  the  gap  between 
U.S.  abundance  and  the  needs  of  millions  of  "have-not"  people  in  the 
world. 


U.  S.  Farm  Exports  Set  Value  Record; 
Volume  Holds  at  Peak  Level  in  1961-62 
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Wheat  and  Feed  Grains  Dominated  1961-62 
Advance  in  Agricultural  Exports 
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The  value  of  all  U.S.  agricultural  exports  rose  4  percent  above  the 
record  of  fiscal  1961  and  nearly  70  percent  of  it  was  in  sales  for  dollars. 

Western  Europe  was,  as  usual,  our  best  market  with  the  United 
Kingdom,  West  Germany,  the  Netherlands,  and  Italy  particularly 
big  customers.    Japan  and  Canada  also  provided  large  outlets. 

Most  of  the  overall  gain  in  exports  was  in  wheat  and  feed  grains — 
the  former  up  60  million  bushels  to  716  million  bushels,  a  new  record, 
and  the  latter  up  3  million  metric  tons  to  14  million  tons,  also  a  record. 
Other  commodities  showing  gains  included  soybeans,  which  reached 
a  new  high,  vegetable  oils,  fruits,  meats,  protein  meal,  and  tobacco. 

The  chief  reasons  for  the  rise  in  exports  were  the  greater  prosperity 
of  dollar  export  markets  such  as  Western  Europe,  and  vigorous  joint 
action  by  the  Department  and  private  business  groups  in  striving  for 
better  access  to  foreign  markets. 

Food  for  Peace 

The  flow  of  food  and  fiber  to  underdeveloped  countries  through  such 
Government  assistance  programs  as  Public  Law  480  reached  new 
peaks.  Most  of  these  exports  were  sold  for  foreign  currencies,  some 
of  which  were  used  to  meet  certain  U.S.  overseas  expenses,  including 
agricultural  market  development,  and  for  loans  and  grants  to  pur- 
chasing countries  for  economic  development.  Other  food-for-peace 
exports  were  also  sold  for  dollars  under  long-term  credit  arrange- 
ments, or  were  donated  to  relieve  famine  or  other  distress. 
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For  the  year  ending  June  30,  1962,  foocl-for-peace  exports  reached 
a  record  $1.6  billion.  In  the  case  of  wheat  and  flour  alone,  an  average 
of  almost  three  10,000  ton  cargoes  moved  overseas  daily  during  the 
year. 

This  large  volume  of  foocl-for-peace  exports  aided  economic 
development  in  such  countries  as  India,  Pakistan,  Brazil,  the  United 
Arab  Republic,  Morocco,  and  the  Congo.  Besides  providing  needed 
food,  some  of  the  foreign  currency  proceeds  generated  were  made 
available  to  recipient  countries  by  loan  and  grant  to  foster  their 
economic  development — a  necessity  if  they  are  to  become  better  markets 
for  U.S.  farm  products. 


70  %  of  U.  S.  Agricultural  Exports 
Go  to  15  Markets 
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European  Common  Market 

Vigorous  efforts  were  made  to  keep  the  European  Common  Market 
open  to  U.S.  agricultural  exports.  Comprising  France,  West  Ger- 
many, Italy,  Belgium,  the  Netherlands,  and  Luxembourg,  the  Common 
Market  makes  up  the  largest  single  foreign  outlet  for  U.S.  farm 
products.  As  such  it  fully  justified  the  top  priority  it  received  in  our 
export  program  planning.  During  fiscal  1962,  U.S.  agricultural  ex- 
ports to  the  area  amounted  to  $1.2  billion — about  one-third  of  U.S. 
farm  product  exports  for  dollars  and  almost  one-fourth  of  U.S. 
agricultural  exports  to  all  world  destinations. 

American  agriculture  is  confronted  today  with  the  vital  question, 
"To  what  extent  will  this  good  market  continue?''  The  outlook  con- 
<  ai us  both  promise  and  problems. 
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For  some  products — including  cotton,  soybeans,  tallow,  hides  and 
skins,  and  certain  fruits  and  vegetables — the  Common  Market  has 
granted  important  concessions.  For  most  of  these  commodities,  which 
account  for  sales  of  about  $800  million  annually,  or  70  percent  of  U.S. 
agricultural  exports  to  the  area,  prospects  are  bright. 

However,  for  products  which  can  be  produced  in  the  Common 
Market — and  these  include  wheat,  feed  grains,  rice,  and  poultry — 
protectionist  devices  have  been  brought  forward.  For  these  products, 
accounting  for  about  30  percent  of  annual  U.S.  agricultural  exports 
to  the  Common  Market,  variable  import  levies  are  being  developed. 
These  levies  are  designed  to  equalize  the  price  of  imported  commodi- 
ties with  the  high  domestic  prices  fixed  by  Government  action. 

Meeting  the  trade  challenges  posed  by  the  Common  Market  will  not 
be  easy,  nor  is  there  any  one  approach.  For  the  fixed-duty  items,  the 
approach  will  be  traditional  tariff  bargaining — reductions  of  U.S. 
duties  for  comparable  reductions  of  Common  Market  duties.  Take 
tobacco,  for  example.  The  Common  Market's  present  ad  valorem  duty 
on  tobacco  is  28  percent,  with  a  17.2  cent  maximum ;  this  is  disadvanta- 
geous to  U.S.  growers,  who  produce  high-quality,  high-priced  leaf. 
The  Common  Market  has  indicated  a  willingness  to  negotiate  further 
on  tobacco  and  a  number  of  other  items.  The  complex  variable  import 
levy  system,  however,  presents  additional  problems.  On  some  com- 
modities, including  wheat,  corn,  sorghum  grain,  rice,  and  poultry,  the 
Common  Market  has  agreed  to  negotiate  further. 

Many  of  the  concessions  achieved  thus  far  were  granted  only  after 
months  of  tariff  negotiations  carried  on  jointly  by  the  Departments 
of  Agriculture  and  State.  In  addition  to  formal  negotiations  under 
the  General  Agreement  on  Tariffs  and  Trade,  many  other  consulta- 
tions were  held.  Department  officials,  including  the  Secretary  of 
Agriculture,  consulted  with  Common  Market  officers  both  in  Europe 
and  the  United  States  on  the  vital  matter  of  access  for  American  food 
and  fiber. 

Action  to  secure  more  liberal  treatment  will  be  continued.  A  new 
agricultural  attache  post  was  established  in  the  European  Economic 
Community  headquarters  at  Brussels,  Belgium,  to  help  the  Department 
keep  in  continuing  close  touch  with  developments  there.  Contacts 
between  American  businessmen  and  their  Common  Market  counter- 
parts are  being  encouraged.  The  Department  is  continuing  to  explore 
the  use  of  commodity  agreements  for  wheat  and  feed  grains  as  a 
possible  new  way  to  gain  access  to  the  Common  Market  and  other 
foreign  outlets. 

The  Treaty  of  Rome,  which  established  the  Common  Market,  has 
broad  and  flexible  provisions.  The  Common  Market  that  finally 
evolves  will  be  what  the  member  states  want  it  to  be.  In  other  words, 
policies  have  not  yet  fully  crystallized.  There  will  be  many  oppor- 
tunities in  the  "formative  years"  for  the  United  States  and  other 
outside  countries  to  influence  the  course  the  Common  Market  takes. 

Liberal  trade  policies  have  been  good  for  American  agriculture. 
Liberal  trade  policies,  in  the  long  run,  will  also  benefit  both  farmers 
and  consumers  of  the  European  Common  Market. 
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Attache  Work  Strengthened 

As  already  indicated,  agricultural  attache  work,  keystone  of  the 
Foreign  Agricultural  Service's  system  of  global  agricultural  intelli- 
gence and  overseas  market  development,  has  been  strengthened  in 
several  ways. 

New  posts  were  established  at  San  Salvador  and  Addis  Ababa,  and 
a  post  at  Beirut,  inactive  since  1950,  was  reestablished.  This  brought 
to  59  the  total  number  of  posts  from  which  agricultural  attaches, 
covering  more  than  100  countries,  keep  a  steady  stream  of  facts  flow- 
ing into  Washington  about  development  abroad — many  of  them  fast- 
breaking  developments  that  affect  U.S.  agriculture. 

In  addition,  trade  promotion  channels  were  widened  by  the  assign- 
ment of  three  full-time  marketing  specialist  attaches  to  the  key  trading 
centers  of  Brussels,  Tokyo,  and  Milan,  thus  expanding  a  type  of 
foreign  marketing  development  activity  begun  a  year  earlier  when 
similar  specialists  were  assigned  to  London  and  Hamburg. 

The  flow  of  information  to  U.S.  agricultural  producers  and  traders 
concerning  overseas  marketing  opportunities  and  other  developments 
was  improved  by  making  attache  reports  directly  available  to  the 
public  through  Department  field  offices  over  the  United  States.  This 
was  made  possible  through  the  cooperative  efforts  of  the  Foreign 
Agricultural  Service  and  the  Agricultural  Stabilization  and  Conser- 
vation Service,  and  by  speedy  reproduction  of  the  attache  reports  on 
special  FAS  duplicating  equipment  acquired  during  the  year.  Also, 
plans  have  been  made  for  initiating  in  January  1963  a  new  weekly 
news  periodical  to  report  on  developments  affecting  exports  of  U.S. 
farm  products. 

Further  advances  in  the  effective  operation  of  the  attache  system 
were  shaped  in  May  1962  at  a  Centennial  Year  worldwide  attache  con- 
ference in  Washington — the  first  of  its  kind  ever  held.  Previous 
conferences  had  been  on  a  geographical  area  basis. 

Thus,  the  USDA  moved  vigorously  on  several  fronts  during  fiscal 
1962  to  lay  the  groundwork  for  a  further  expansion  of  U.o.  agri- 
cultural exports  in  the  years  ahead. 

Fair  Practices  in  Commodity  Markets 

To  maintain  fair  practices  and  competitive  pricing  in  the  commodity 
markets,  the  Commodity  Exchange  Authority  in  1962  regulated  fu- 
tures trading  in  18  commodities  on  17  markets  operating  under  the 
Commodity  Exchange  Act.  These  markets  included  such  large  ex- 
changes as  the  Chicago  Board  of  Trade,  the  Minneapolis  Grain  Ex- 
change, the  Chicago  and  New  York  mercantile  exchanges,  and  the 
New  York  cotton  and  wool  exchanges. 

During  the  year  the  CEA  protected  competitive  pricing  on  the 
exchanges  by  its  programs  of  trading  supervision,  enforcement  of 
speculative  iimits  and  investigations.  These  programs  provided  a 
strong  deterrent  to  price  manipulation  and  other  abusive  trading 
practices. 

The  agency's  work  during  the  year  also  safeguarded  market  "hedg- 
ing" services,  and  this  was  of  particular  importance  because  of  the 
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large  hedging  utilization  of  the  markets  by  merchandisers  and  proc- 
essors to  reduce  price  risks  on  large  supplies  of  grains  and  other  com- 
modities moving  from  farms  into  commercial  channels. 

The  size  of  the  wheat  and  corn  markets  under  the  agency's  super- 
vision during  the  year,  and  the  hedging  utilization  of  these  markets, 
were  the  largest  in  many  years.  Safeguarding  market  hedging  serv- 
ices supports  the  Department's  programs  for  moving  large  quantities 
of  wheat  and  corn  into  commercial  channels  and  reducing  Govern- 
ment-owned stocks  of  these  commodities. 

Wheat  futures  trading  of  5.3  billion  bushels  in  1962  increased  68 
percent  over  1961,  and  corn  futures  trading  at  5.0  billion  bushels  was 
up  59  percent.  The  wheat  volume  was  larger  on  each  of  the  three 
leading  grain  markets — the  Chicago  Board  of  Trade,  the  Kansas  City 
Board  of  Trade,  and  the  Minneapolis  Grain  Exchange. 

In  addition  to  the  regulation  of  wheat  and  corn  trading,  CEA's 
regulatory  work  in  1962  also  covered  large  markets  in  oats,  rye,  soy- 
beans, soybean  oil,  soybean  meal,  potatoes,  eggs  and  a  number  of 
other  commodities. 

To  protect  the  trading  funds  of  market-users  in  commodity  futures, 
the  CEA  maintained  its  continuing  program  of  licensing  futures  com- 
mission merchants  and  auditing  their  books  and  records.  This  work 
safeguards  traders  and  markets  against  improper  brokerage  practices. 
CEA's  audits  during  the  year  covered  approximately  32,000  customers' 
accounts  with  credit  balances  in  excess  of  $90  million. 

In  its  compliance  program,  the  agency's  investigations  disclosed 
evidence  resulting  in  prosecutions  during  1962  charging  large  traders 
and  brokers  with  price  manipulation,  exceeding  speculative  limits, 
wash  sales,  cheating  and  fraud,  false  reporting  and  other  violations 
of  the  Commodity  Exchange  Act. 

CEA  publications  issued  during  the  year  included  a  study  of  soy- 
bean futures  trading,  a  report  on  the  frozen  egg  futures  market,  two 
reports  on  Maine  potato  futures,  a  new  series  of  monthly  reports  on 
speculation  and  hedging  in  leading  commodity  markets,  and  the 
agency's  annual  yearbook  of  commodity  futures  statistics. 

STRENGTHENING  RURAL  AMERICA 

Over  15  million  citizens  in  rural  areas  live  in  dire  poverty.  Almost 
half  of  the  persons  classed  by  the  Census  Bureau  as  farm-operating 
families  have  inadequate  incomes.  Of  the  8  million  families  in  this 
country  with  incomes  of  less  than  $2,500  a  year,  over  half  (4.1  million) 
live  in  rural  areas.  About  1  out  of  10  of  these  families  is  a  Negro  or 
Indian  family.  More  than  one-fifth  of  the  22  million  youths  who  live 
in  rural  areas  are  in  poverty  families — and  each  year  200,000  children 
are  born  into  these  families. 

These  conditions  which  seem  more  appropriate  as  a  description  of 
some  of  the  developing  nations  we  are  seeking  to  help  are  actually  to 
be  found  in  our  own  American  society.  Obviously,  rural  families  and 
rural  areas  face  great  problems  of  adjustment  in  our  rapidly  changing 
economy  and  society. 

During  the  past  2  years,  but  particularly  during  1962,  many  steps 
were  taken  to  get  underdeveloped  rural  areas  moving  ahead. 
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The  agencies  most  directly  concerned  with  strengthening  rural 
America  through  the  conservation  and  development  of  human  and 
natural  resources  include  the  Office  of  Eural  Areas  Development,  the 
Cooperative  Agricultural  Extension  Service,  the  Farmers  Home  Ad- 
ministration, the  Eural  Electrification  Administration,  the  Soil  Con- 
servation Service,  the  Forest  Service,  and  the  Farmer  Cooperative 
Service. 

Rural  Areas  Development 

The  function  of  the  Office  of  Rural  Areas  Development  is  to  provide 
the  necessary  leadership  in  blending  all  resources  and  programs — 
local.  State,  and  national — for  the  creation  of  new  economic  oppor- 
tunities in  rural  America. 

The  Department  looks  to  local  people  to  initiate,  to  plan,  and  to 
carry  out  the  newly  authorized  projects  in  cooperation  with  local  and 
State  agencies,  just  as  it  does  in  its  long-established  conservation  and 
development  programs  for  other  privately  owned  land. 

The  ultimate  success  of  rural  areas  development  must  be  the  respon- 
sibility of  local  people,  and  the  impetus  and  the  drive  must  come  from 
them. 

Activity  is  snowballing  throughout  the  country.  TTe  have,  with 
strong  local  cooperation,  organized  rural  development  committees  in 
1,800  counties.  Over  50,000  persons  who  live  in  rural  areas  or  small 
fc<  rwns  are  serving  on  these  committees.  They  are  preparing  thousands 
of  projects  which  will  help  create  conditions  essential  for  economic 
growth.  TTe  have  backed  these  citizen  committees  with  technical 
action  panels  of  USDA  employees  in  each  county.  These  panels  are 
made  up  of  the  local  FHA  supervisor,  the  soil  conservationist,  ASC 
committee  chairman,  and  the  forester.  TTe  estimate  that  at  the  end  of 
1962  not  less  than  133,000  jobs  had  been  created  or  saved  as  the  result 
of  Eural  Areas  Development  activity. 

Xearly  750  predominantly  rural  counties  have  been  designated  as 
eligible  under  the  Area  Redevelopment  Program  for  loans,  grants, 
and  technical  aid.  Not  less  than  9,300  jobs  have  been  generated  in 
rural  areas  bv  activities  carried  out  under  the  Area  Eedevelopment 
Act. 

A  Chronology  of  Policy  Development 

The  following  chronology  of  policy  development  indicates  the  major 
actions  of  the  Administration  and  the  Congress  in  nationwide  rural 
areas  development  during  the  past  2  years : 

In  March  1961,  a  nationwide  rural  areas  development  program  was 
established,  with  coordination  of  USDA  services,  to  aid  loaal  endeav- 
ors at  redevelopment,  under  the  general  direction  of  a  Department 
Eural  Areas  Development  Board. 

In  May,  the  Area  Eedevelopment  Act  was  passed.  It  included 
rural  areas  among  those  eligible  for  assistance  and  made  a  delegation 
of  prime  responsibilities  to  the  Department  to  help  in  predominantly 
rural  areas. 

That  same  month,  a  national  rural  areas  development  conference, 
sponsored  by  the  rural  electric  co-ops,  pinpointed  tools  the  local 


REPORT  OF  THE  SECRETARY  OF  AGRICULTURE,   19G2  41 

people  would  need  to  move  ahead  in  developing  new  economic  oppor- 
tunities. Nearly  1,000  leaders  of  rural  electric  co-ops,  experienced  in 
development  work,  attended. 

In  August  1961,  a  USDA  Land  and  Water  Policy  Committee  was 
appointed  to  study  and  report  on  land  and  water  policy  needs. 

In  November  1961,  a  34-member  National  Public  Advisory  Com- 
mittee on  Rural  Areas  Development  was  named  to  advise  and  counsel 
on  the  policies  and  programs  required  for  an  effective  response  to  the 
call  of  local  people  for  aid. 

In  January  1962,  a  National  Land  and  People  Conference  was  held 
in  Washington  and  attended  by  some  500  leading  citizens  from  prac- 
tically all  of  the  States.  Each  person  was  asked  to  offer  suggestions 
and  comments  in  writing  within  a  month  on  the  preliminary  report  on 
Land  and  Water  Resources  Policy  developed  by  the  Land  and  Water 
Policy  Committee.    Many  excellent  suggestions  came  in. 

In  February  1962,  Secretary's  Memorandum  No.  1488  on  "Coopera- 
tion with  Soil  and  Water  Conservation  Districts"  was  issued.  It 
encouraged  districts  to  update  their  programs  and  offered  them  a 
modernized  memorandum  of  understanding  to  help  broaden  their 
program  if  they  desired  it. 

In  March  1962,  the  Food  and  Agriculture  Program  for  the  1960's 
was  announced,  incorporating  a  new  concept  for  rural  development 
and  conservation  which  was  an  outgrowth  of  the  Land  and  Water 
Polic}^  Committee  recommendations. 

In  May  1962,  the  White  House  Conference  on  Conservation  was 
held.  Also,  Land  and  Water  Resources — A  Policy  Guide  was  issued, 
incorporating  many  of  the  ideas  that  had  been  suggested  by  citizens 
attending  the  National  Land  and  People  Conference  in  January. 

In  July  1962,  the  conservation  and  development  agencies  of  the 
Department  were  reorganized. 

In  August  1962,  an  Assistant  Secretary  for  Rural  Development  and 
Conservation  was  appointed  and  given  responsibility  over  the  agencies 
most  directly  concerned  with  these  areas. 

In  September  1962,  the  Food  and  Agriculture  Act  of  1962  was 
enacted  and  signed  into  law.  Under  Title  I  and  Title  IV  new  au- 
thorizations were  provided  for  rural  development  and  conservation. 

In  September  and  October  1962,  five  regional  Land  and  People 
Conferences  were  held.  Ten  thousand  local  community  leaders  from 
the  States  presented  their  views  in  "town  hall"-type  meetings  on  how 
to  revitalize  rural  America.  USDA  officials  participated.  Among 
those  present  were  some  1,500  soil  conservation  district  supervisors. 
These  and  other  community  leaders  were  encouraged  to  sparkplug 
local  efforts  to  revitalize  rural  America. 

In  October  1962,  policy  memorandums  were  developed  for  the  ad- 
ministration of  the  new  tools  provided  in  Title  I  and  Title  IV  of  the 
Food  and  Agriculture  Act  of  1962. 

As  this  chronology  indicates,  the  Congress  has  provided  new  and 
important  tools  for  use  in  revitalizing  the  countryside.  Most  signifi- 
cant is  the  Food  and  Agriculture  Act  of  1962. 

This  Act  gives  the  Department  authority  to  aid  rural  people  in 
new  long-range  programs  for  putting  land  not  needed  for  crops  into 
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new  and  profitable  uses  through  Resource  Conservation  and  Develop- 
ment Projects  and  Rural  Renewal  Projects. 

The  USDA  now  can  enter  into  agreements  of  up  to  10  years  with 
farmers  and  ranchers  to  carry  out  long-range  conservation  plans. 
These  agreements  will  provide  cost-sharing  and  other  help  for  mak- 
ing changes  in  cropping  systems  and  land  use,  and  for  development 
of  soil,  forest,  wildlife,  and  recreation  resources.  This  includes  land 
on  which  conservation  reserve  contracts  are  expiring. 

The  Department  has  authority  to  assist  State  and  local  public  agen- 
cies designated  by  the  Governor  or  the  State  Legislature  to  carry  out 
land  use  plans.  Federal  loans,  repayable  within  30  years,  can  be  made 
to  the  designated  State  and  local  agencies. 

With  these  and  other  authorities,  the  Department  can  assist  Rural 
Renewal  Projects  in  severely  disadvantaged  areas  where  much  of  the 
land  is  not  in  its  best  use.  These  projects  can  help  create  conditions 
that  will  make  these  communities  attractive  to  private  investment, 
eliminate  chronic  under  employment,  and  open  new  vistas  of  oppor- 
tunities. 

Resource  Conservation  and  Development  Projects  also  can  be  locally 
initiated  and  locally  sponsored.  These  projects  will  provide  a  frame- 
work for  stepped  up  programs  of  conservation,  development,  and  use 
of  all  land,  water,  and  related  resources. 

Important  new  development  tools  also  are  available  under  the 
amended  Watershed  Protection  and  Flood  Prevention  Act.  The 
USDA  is  authorized  to  assist  local  organizations  in  developing  water 
supply  for  future  use  in  watershed  projects  in  the  same  manner  as 
the  Department  of  the  Army  and  the  Department  of  the  Interior 
under  the  Flood  Control  and  Reclamation  Acts. 

The  Department  can  pay  up  to  30  percent  of  the  total  cost  of  a 
reservoir  to  store  water  for  future  municipal  and  industrial  use.  Re- 
payment and  interest  charges  may  be  deferred  up  to  10  years  if  the 
stored  water  is  not  used  during  this  period.  Repayments  begin  as 
soon  as  the  water  is  first  used. 

The  Department  now  may  advance  funds  to  local  organizations 
for  immediate  purchase  of  lands,  easements,  and  rights-of-way  to 
prevent  encroachment  of  other  developments  in  Small  Watershed 
Projects.  These  funds  would  have  to  be  repaid  with  interest  before 
construction  is  started. 

Also,  the  Department  now  may  share  with  agencies  of  the  State 
up  to  one-half  of  the  cost  of  land,  easements,  and  rights-of-way  for 
reservoir  or  other  areas  the  sponsoring  agencies  will  manage  for  pub- 
lic recreation. 

All  these  and  other  watershed  act  amendments  are  applicable  to 
the  11  watersheds  authorized  under  the  Flood  Control  Act  of  1944. 

For  the  first  time,  the  Department  through  the  Farmers  Home  Ad- 
ministration can  make  loans  to  individual  farmers  for  development 
of  outdoor  recreation.  The  owner-operator  of  a  family-size  farm 
may  borrow  up  to  $60,000  for  construction  of  fish  ponds,  development 
of  hunting  preserves,  construction  of  cabins,  picnic  and  camping  areas, 
and  other  facilities  for  outdoor  recreation.  The  borrower  may  have 
up  to  40  years  to  repay  the  loan  at  5  percent  interest. 


REPORT  OF  THE  SECRETARY  OF  AGRICULTURE,   19  62  43 

The  definition  of  a  "farmer"  has  been  broadened  to  permit  persons 
engaged  in  fish  farming  to  qualify  for  FHA  credit. 

FHA  also  may  make  loans  up  to  $1  million  to  aid  nonprofit  asso- 
ciations serving  farmers  and  other  rural  families  to  make  changes  in 
land  use. 

Other  aids  to  rural  development  provided  in  1962  included : 
The  Senior  Citizens  Housing  Act  of  1962  authorizing  the  Farmers 
Home  Administration  to  make  loans  to  provide  low  and  moderate  cost 
rental  housing  and  related  facilities  for  elderly  persons  and  families 
in  rural  areas.  Less  than  2  months  after  the  law  was  enacted,  ap- 
proval had  been  given  to  loans  for  housing  facilities  for  senior  citi- 
zens in  11  States. 

The  Public  Works  Acceleration  Act,  the  purpose  of  which  is  the 
immediate  creation  of  new  jobs  in  financially  hard-pressed  rural  as 
well  as  urban  areas.  The  Department  of  Agriculture  has  a  backlog 
of  work  projects  ready  to  provide  new  jobs  and  economic  upswing  in 
rural  areas  in  virtually  every  State  eligible  for  help  under  the  Accel- 
erated Public  Works  Program. 

The  Manpower  Development  and  Training  Act,  through  which 
persons  living  in  rural  areas  can  obtain  assistance  in  learning  new 
skills  which  can  open  doors  to  new  opportunities  for  employment 
either  in  their  home  community  or  other  areas.  This  is  especially 
important  because  training  and  education  are  closely  related  to  earn- 
ings and  because  the  educational  level  of  farm  and  rural  residents  is 
far  below  that  of  urban  residents. 


Better  Educated  Hired  Farm  Workers 
Earn  Higher  Daily  Wages 
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Fewer  Farm  Than  Nonfarm  People 
High  School  Graduates 


UNITED  STATES  URBAN  RURAL  RURAL 

NONFARM  FARM 

*  PERCENT  OF  PERSONS  25  YEARS  OLD  AND  OVER  WHO  ARE  HIGH  SCHOOL  GRADUATES. 
1960  DATA  FROM  BUREAU  OF  THE  CENSUS. 
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Let  us  now  examine  in  some  detail  the  way  in  which  the  resources 
of  the  whole  Department  have  been  made  available  to  support  local 
leadership  in  rural  development. 

Extension's  Role 

Fifteen  thousand  county,  State,  and  USDA  Cooperative  Extension 
workers  put  localized  knowledge  at  the  fingertips  of  millions  of  farm 
families  and  community  leaders. 

Extension  agents  are  increasingly  involved  in  educational  and  com- 
munity efforts  aimed  at  rural  area  development,  promoting  better 
understanding  of  farm  and  food  supply  problems  by  all  the  people, 
improved  farm  management  and  technology,  more  efficient  market- 
ing, better  family  living  and  youth  development. 

Organized  for  Local  Action 

Much  of  the  educational  and  organizational  leadership  of  the  rap- 
idly expanding  rural  areas  development  program  rests  with  Exten- 
sion agents. 

By  August  1,  1961,  rural  area  development  committees  had  been  or- 
ganized in  practically  all  the  States.  Working  with  these  committees 
and  their  associated  technical  panels  representing  all  segments  and 
all  agencies  concerned  with  rural  area  development  and  economic 
growth,  Extension  agents  helped  set  the  organization  pattern  for  some 
2,000  county  and  area  rural  development  commil  tees. 
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Calling  on  their  wide  experience  in  community  improvement  and 
cooperation  with  local  leaders,  agents  conducted  scores  of  workshops 
on  leadership,  farm  problems,  public  policy,  health  improvement, 
.youth  development,  recreation,  and  conservation. 

In  Michigan  during  1961,  agents  conducted  twelve  1-day  public-policy  work- 
shops for  several  hundred  leaders  in  20  counties.  These  were  expanded  to  45 
counties  in  1962. 

Agents  in  North  Carolina  continued  to  work  with  about  1,000  community  im- 
provement clubs  which  have  become  a  basic  part  of  the  expanded  rural  develop- 
ment program.  Over  92,000  people  in  98  of  the  State's  100  counties  shared  in 
the  activities  of  these  local  clubs. 

Elsewhere,  agents  helped  hundreds  of  communities  make  "self  surveys"  of  local 
needs  and  opportunities  involving  health,  school,  off -farm  jobs,  recreation,  trash 
collection,  and  many  other  aspects  of  community  improvement  and  better  living. 
In  1  Illinois  county  more  than  400  people  participated  in  making  such  a  survey. 

Many  of  these  community  and  county  improvement  efforts  are  growing  into 
wide  area  rural  development  efforts.  Iowa,  for  example,  has  underway  an  11- 
county  pilot  area,  where  a  committee  of  60  leaders  representing  the  11  counties 
are  studying  problems  of  the  total  area.  The  Alabama  Extension  Service  has 
named  12  area  leaders  to  its  staff  to  help  counties  work  on  area  development 
problems. 

Broader  Understanding 

To  broaden  understanding  of  farm  problems  and  of  agriculture's 
contribution  to  society,  agents  encouraged  self-administered  discussion 
groups,  developed  more  localized  public  affairs  educational  material, 
and  made  increased  use  of  direct  mail,  the  press,  radio,  television  and 
other  ways  of  getting  localized  facts  to  larger  audiences. 

In  Ohio  more  than  70,000  persons  participated  in  self-administered 
discussion  groups,  organized  by  Extension  agents  to  study  problems 
of  community  growth.  Local  newspapers,  radio,  and  television  re- 
ported the  meetings  and  used  the  discussions  in  stories  and  broad- 
casts, reaching  large  audiences  in  farm  and  urban  areas. 

State  Extension  Services  cooperated  in  sending  a  series  of  direct- 
mail  leaflets  to  more  than  110,000  public  opinion  leaders.  These  leaf- 
lets placed  in  the  hands  of  businessmen,  bankers,  women's  groups,  and 
press-radio-TV  leaders,  told  the  story  of  food  abundance3  its  low  cost, 
quality,  and  wholesomeness. 

All  together,  Extension  agents  during  the  year  prepared  750,000 
educational  news  stories  for  local  papers,  participated  in  366,000  radio 
broadcasts,  and  made  nearly  20,000  television  appearances.  They  dis- 
tributed 38  million  bulletins  and  made  more  than  20  million  farm,  of- 
fice and  telephone  (personal)  contacts  with  farm  and  other  persons 
seeking  information. 

Education  in  Management  and  Technology 

The  steady  stream  of  progress  produced  through  research  and  tech- 
nology makes  it  increasingly  difficult  for  farmers  to  keep  abreast  of 
what  is  new.  Extension  agents  and  specialists  help  them  by  showing 
how  the  latest  research  applies  in  local  areas,  especially  through  dis- 
tribution of  a  mounting  number  of  publications  and  other  aids  to 
promote  better  farm  business  management. 
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That  this  effort  pays  dividends  is  amply  demonstrated.  In  1961, 
some  2,800  young  families  cooperating  in  a  Farm  and  Home  Develop- 
ment program  in  37  Wisconsin  counties  gained  20  percent  in  average 
net  income — the  direct  result  of  Extension  educational  work  in  farm 
management.  These  families  profited  by  active  participation  in  nu- 
merous educational  activities  on  Government-support  programs,  soil 
testing,  animal  nutrition,  records,  decision  making,  and  money  man- 
agement. 

Over  3,000  young  Kansas  farm  families,  following  training  in  farm 
management,  increased  their  incomes  from  an  average  of  $3,429  in 
1960,  to  $4,440  in  1961.  More  than  4,400  Indiana  farmers  took  part 
in  farm  management  schools  in  calendar  year  1961.  About  1,200 
shared  information  on  swine  management;  over  1,000  participated  in 
crop  rotation  and  fertilization  work;  607  in  37  counties  attended 
area  dairy  schools ;  490  in  36  counties  studied  beef  management.  More 
than  2,000  farmers  attended  33  credit  and  finance  meetings.  Bankers 
and  other  business  personnel  assisted  extension  workers  in  many  of 
these  learning  situations. 

In  Illinois.  Extension  workers  teamed  with  farm  credit  agencies — 
FCA  and  FHA — and  bankers  to  conduct  60  business  management 
workshops  in  55  counties,  with  approximately  1,000  farm  people 
participating. 

North  Carolina  farmers  received  information  and  guidance  on  the 
feed  grain  and  wheat  programs,  helping  them  decide  whether  or  not 
to  participate.  Extension  workers  held  farm  meetings  and  field  days 
to  aid  farmers  in  their  use  of  enterprise  budgets.  A  bulletin,  Budgets 
Show  Costs  and  Returns,  served  as  a  guide  for  planning  operations. 
Farm  management  specialists  held  training  conferences  to  guide 
farmers  on  the  wise  use  of  credit,  to  improve  leasing  arrangements, 
to  help  with  transfers,  and  to  review  contracts. 

In  18  States,  Extension  personnel  have  launched  woodland  motiva- 
tion work  with  farmers,  an  effort  deemed  essential  to  meet  future  for- 
estry needs  in  the  Nation.  The  Cooperative  Extension  Service  and  the 
Agricultural  Kesearch  Service,  in  a  joint  study,  have  focused  attention 
on  the  high  costs  of  the  nationwide  weed  problem.  Farmer  expe- 
riences with  herbicides  on  nearly  53  million  acres  were  analyzed  to 
reflect  which  weed  problems  have  been  met  satisfactorily  and  which 
require  further  research. 

Partly  due  to  nationwide  Extension  educational  efforts,  farmers 
have  more  than  2  million  soil  samples  tested  annually.  The  service 
has  almost  doubled  during  the  past  4  years. 

Extension  specialists  in  13  Western  States  reported  that  53  beef  pro- 
ducers were  evaluating  the  progeny  of  132  beef  bulls  for  carcass  merit. 
For  the  Nation  as  a  whole,  191  breeders  of  the  4,204  cooperating  with 
Extension  in  on-the-farm  performance  programs  have  been  progeny 
testing  bulls  for  carcass  merit.  These  efforts  are  especially  significant 
because  it  was  only  in  mid- 1962  that  industry  organizations  began  cer- 
tifying meat-type  sires. 

The  Nation's  dairy  farmers  are  improving  their  incomes  by  keeping 
and  using  herd  records,  enabling  them  to  feed  wisely,  cull  inefficient 
producers,  and  select  good  breeding  stock.  The  approximately  2  mil- 
lion cows  enrolled  in  the  DHIA  program  deliver  an  average  produc- 
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tion  per  cow  more  than  50  percent  above  the  national  average.  In  a 
recent  year  this  meant  extra  income  averaging  $158  per  DHIA  cow,  or 
$3.6  million  for  the  2  million  cows. 

Marketing 

Efficient  marketing,  no  less  than  efficient  production,  requires  con- 
tinuous education.  Extension  agents  and  specialists  constantly  seek 
ways  to  keep  farm  marketing  timely  and  competitive. 

A  team  of  Extension  marketing  specialists  in  Massachusetts  assisted 
a  wholesaler  in  permanently  eliminating  30,000  cases  of  merchandise 
from  his  warehouse  inventory.  The  saving  in  carrying  charges  and 
storage  amounts  to  $27,000  annually.  It  is  estimated  that  a  plan  for 
the  same  wholesaler  by  which  he  eliminates  returns  of  damaged  mer- 
chandise saves  an  additional  $11,000  yearly. 

Extension  food-marketing  specialists  in  Missouri  provided  an  educa- 
tional plan  and  layout  for  a  24-store  group,  saving  one  store  $19,000 
in  costs  of  service  and  operation  and  offering  a  potential  savings  for 
the  entire  firm  of  nearly  $450,000.  Extension  marketing  specialists 
in  Illinois  assisted  135  independent  supermarket  operators  through 
a  demonstration  store  analysis  which  increased  produce  sales  25  per- 
cent and  volume  33%  percent  and  boosted  sales  from  $15,000  to  $20,000 
per  week  in  the  demonstration  store. 

In  Wisconsin,  intensive  educational  efforts  based  on  thorough 
economic  analysis  have  provided  a  foundation  for  mergers  of  dairy 
plants  and  cooperatives,  resulting  in  more  efficient  operations.  The 
process  has  been  continuous,  and  has  succeeded  in  reducing  the  num- 
ber of  plants  by  one-half,  while  doubling  the  average  volume  since 
World  War  II.  One  report  says:  "Ten  out  of  16  member  plants  of 
the  Union  Center  group  have  merged  with  Union  Center.  By  closing 
small  intakes  and  eliminating  overlapping  procurement  areas,  it  is 
estimated  that  the  savings  will  be  in  the  neighborhood  of  $200,000 
per  year."  The  consolidation  of  butter  manufacturing  plants  in  Iowa 
(from  299  to  237)  has  brought  more  efficient  operation.  Four  dairy 
firm  consolidations  involving  10  Iowa  associations  occurred  during 
the  past  year  as  a  result  of  educational  efforts  by  the  Iowa  Extension 
Service. 

Cooperative  development  in  three  Northwest  States — Idaho,  Ore- 
gon, and  Washington — is  improving  services  to  more  than  100,000 
farm  families.  Reports  indicate  that  soon  there  will  be  new  ware- 
housing and  fertilizer-mixing  facilities  in  the  Portland  area,  addi- 
tional fertilizer  facilities  for  southern  Idaho  growers,  and  increased 
market  outlets.  The  total  cooperative  sales  volume  reached  a  new 
high  of  $32,732,904  the  past  year.  Net  savings  for  farm  family  mem- 
bers amounted  to  $401,575. 

Better  Family  Living 

Extension  home  agents  during  the  year  intensified  their  educational 
efforts  to  help  families  turn  abundance  into  better  living.  Nutrition 
education  was  stressed  with  population  groups  that  are  usually  poorly 
nourished :  Teenagers,  the  aging,  young  homemakers,  and  low-income 
families. 
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Extension  stepped  up  workshop  and  other  endeavors  in  aid  of  these 
groups.  The  home  agent  in  Maricopa  County,  Ariz.,  for  instance, 
sponsored  a  nutrition  workshop  in  1960  with  442  persons  registering. 
A  second  workshop  held  in  1962  was  attended  by  1,300  persons,  in- 
cluding home  economics  teachers,  dietitians,  public  health  workers, 
doctors,  dentists,  and  others. 

Nutrition  specialists  have  prepared  special  literature  to  assist  fam- 
ilies receiving  donated  foods.  Home  agents  have  spearheaded  educa- 
tional programs  to  help  families  make  good  use  of  donated  foods  and 
to  learn  more  about  other  foods  that  provide  balanced  diets.  Kentucky 
reports  that  these  efforts  in  many  counties  reached  over  95  percent 
of  such  families.  In  Milwaukee,  Extension  workers  and  the  Health 
Department  used  a  trailer  equipped  with  kitchen  appliances  to  give 
neighborhood  demonstrations  on  the  use  of  donated  food.  In  the  pilot 
areas  for  the  Food  Stamp  Plan  project,  greater  emphasis  was  placed 
upon  education  for  food  buying  and  making  the  best  use  of  the  Stamp 
Plan  to  improve  family  diets. 

Consumer  education  also  plays  an  essential  part  in  home  economics 
Extension  programs  dealing  with  clothing,  housing,  home  furnishings, 
and  household  equipment.  Special  information  programs,  often  in 
cooperation  with  business  interests,  help  consumers  understand  the 
marketing  system,  Government's  role  in  consumer  protection  and  their 
own  responsibility  to  be  informed.  During  1962  consumer  days  were 
sponsored  in  Texas  on  housing,  household  equipment,  and  clothing. 
In  Delaware  and  New  Hampshire  consumer  forums  for  representa- 
tives of  all  women's  organizations  emphasized  the  roles  of  consumers, 
business  and  industry,  and  Government  in  supplying  goods  and  serv- 
ices to  individual  families. 

Extension  programs  provide  information  for  families  who  buy 
ready-to-use  clothing  and  furnishings  as  well  as  for  families  selecting 
fabrics  for  home  construction.  The  continuing  demand  by  home- 
makers  for  help  in  making  clothing  indicates  that  home  sewing  is 
still  important  both  for  savings  and  for  obtaining  more  satisfactory 
garments.  Homemakers  not  only  develop  sewing  skills  but  also  gain 
knowledge  of  fabrics  and  construction  details,  an  invaluable  aid  in 
the  effective  management  of  a  family's  total  clothing  requirements. 

Both  home  economics  and  agricultural  agents  cooperate  closely  in 
programs  which  help  families  raise  income  and  improve  levels  of  liv- 
ing. Agents  stress  recordkeeping  and  careful  analysis  as  a  prime 
means  of  making  better  use  of  resources.  An  analysis  of  42  Arkansas 
farm  records  revealed  an  increase  of  26  percent  in  average  net  income 
for  families  working  with  Extension  agents  over  a  given  period.  Dur- 
ing the  same  period,  the  average  net  income  for  Arkansas  farms  in 
general  dropped  17.7  percent. 

Requests  to  Extension  for  information  and  assistance  in  housing 
continue  to  rise.  In  one  county  of  Washington  State,  54  families  at- 
tended a  workshop  on  housing;  40  have  since  completed  plans  for  21 
new  and  19  remodeled  homes.  In  addition,  210  families  in  that  county 
have  made  extensive  housing  additions  or  repairs  including  remodeled 
kitchens,  water,  electric  and  heating  systems.  More  than  350  families 
received  help  in  the  selection,  use,  and  care  of  household  equipment. 
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Youth  Development 

One  of  Extension's  major  contributions  lias  been  the  youth  develop- 
ment and  learn-by-doing  training  afforded  23  million  young  people 
who  have  been  4-H  Club  members  during  the  past  half-century.  The 
present  2,285,600  Head-Heart-Hands-Health  youth  are  participitating 
in  a  wide  variety  of  farming,  homemaking,  community  service,  leader- 
ship, and  citizenship  activities. 

A  high  percentage  of  American  farm  youth  will  seek  their  future 
in  off- the- farm  employment.  Yet  those  who  remain  will  require  more 
specialized  education  and  experience.  Extension  agents  have,  there- 
fore, stepped  up  emphasis  on  science  in  4r-H  farm  and  homemaking 
projects  as  well  as  the  careful  choice  of  a  career  and  preparation  of 
youth  for  agri-business  and  other  occupations. 

The  Pennsylvania  State  University,  cooperating  with  FES,  con- 
ducted and  evaluated  a  "Town  and  Country  Business  Program"  for 
older  youth  and  young  adults.  Involving  28  different  groups  in  21 
different  counties,  with  both  rural  and  urban  participants,  its  pur- 
poses are  to :  (a)  Provide  a  better  understanding  of  business  for  youth, 

(b)  give  youth  chances  to  discuss  and  explore  related  opportunities, 

(c)  provide  greater  insight  on  marketing  potentials,  (d)  show  needs 
and  advantages  of  education,  and  (e)  teach  some  basic  economic  facts. 
Projects  patterned  after  the  Pennsylvania  plan  are  underway  in  22 
other  States. 

All  4-H'ers  are  helped  to  become  well-rounded  individuals  who 
can  earn  and  serve  in  many  fields.  Informal  out-of -school  learning 
supplements  training  in  the  home,  church,  and  school  whether  in 
rural,  urban,  or  suburban  areas. 

Many  longtime  4-H  projects  have  been  updated  and  enriched  by 
science  and  economics  to  assure  that  they  meet  modern  needs.  Popular 
now  among  both  new  and  old  projects  are  career  exploration,  auto- 
motive care  and  safety,  electrification,  health  and  nutrition,  personal- 
ity improvement,  clothing  and  good  grooming,  home  beautification, 
horsemanship,  entomology,  money  management,  public  affairs,  leader- 
ship, and  citizenship. 

Year-round  4— H  citizenship  programs  have  been  strengthened  at 
State,  county  and  national  levels.  All  of  the  country's  94,700  local 
clubs  include  citizenship  training  in  their  program,  and  thousands  of 
club  members  are  taking  part  in  citizenship  improvement  projects  that 
benefit  their  entire  communities.  Youthful  delegates  to  the  National 
4r-H  Conference  in  Washington,  D.C.,  during  the  spring  of  1962  fol- 
lowed a  timely  citizenship  theme,  and  took  a  firsthand  look  at  the 
Federal  Government  in  action  in  their  Nation's  capital.  In  addition, 
some  1,300  older  4-H'ers  enrolled  at  different  times  during  the  summer 
months  in  week-long  citizenship  training  courses  at  the  National  4—H 
Center  in  Washington,  D.C. 

Club  members'  growing  interest  in  public  and  world  affairs  is  broad- 
ened by  contact  with  high  Government  officials,  Congressional  leaders, 
and  other  prominent  men  and  women  who  help  them  view  the  inter- 
national scene,  and  consider  how  they  can  best  respond  to  tomorrow's 
challenge.  Helping  further  to  widen  their  horizons  is  the  Interna- 
tional Farm  Youth  Exchange  which  in  its  15th  year  moved  forward 
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with  participation  of  220  outbound  and  inbound  young  people  repre- 
senting 42  countries. 

The  Federal  Extension  Service  gives  national  leadership,  and  the 
State  Extension  Services  State  leadership,  to  the  ever-expanding  4-H 
program.  About  307,750  men  and  women  serve  as  unpaid  local  leaders, 
contributing  greatly  to  the  program's  overall  advancement.  These 
public-spirited  men  and  women  capably  and  generously  extend  the 
knowledge  and  skill  of  Extension  agents,  whose  training  and  teaching 
they  multiply  many  times  over. 

Scores  of  other  youth-minded  adults — notably  local  and  national 
leaders  in  business,  industry,  education,  and  similar  fields — support 
4-H  in  every  county  of  the  50  States  and  Puerto  Rico.  From  indi- 
viduals who  served  on  local  advisory  committees  to  large  firms  con- 
tributing college  scholarships  and  other  incentive  awards,  all  are 
strong  "Friends  of  4-H." 

Soil  Conservation 

Thousands  of  examples  attest  to  the  success  of  conservation  land  use 
adjustments  in  bringing  about  more  efficient  and  profitable  farming 
operations  and  community-wide  economic  and  other  benefits. 

Smith  County,  Term.,  is  a  community  based  almost  100  percent  on  farming. 
Fifteen  years  ago,  its  farmers  raised  corn  and  bogs,  and  farm  income  was  low. 
Today,  tbey  are  growing  grass  and  cattle,  and  tbey  are  doing  much  better  fi- 
nancially. The  change  was  brought  about  largely  through  the  farmers'  own 
Smith  County  Soil  Conservation  District's  program  with  technical  help  from  the 
Soil  Conservation  Service. 

More  than  100,000  acres  of  cattle-supporting  grass  now  grow  on  the  once- 
cropped  rolling  hills  of  Smith  County. 

The  experience  of  two  farmers  illustrates  the  new  way  of  farming  in  this  area  : 

H.  B.  used  to  grow  44  acres  of  corn.  Now  he  plants  only  14  acres  of  corn 
and  has  converted  the  other  30  acres  to  grass.  His  farm  supports  30  head  of 
beef  cattle  and  40  hogs,  and  the  only  feed  he  has  to  buy  is  a  little  supplement 
and  occasionally  a  little  grain. 

E.  H.  has  more  than  300  acres  of  grass.  Ten  or  12  years  ago  he  was  cultivating 
150  acres ;  now  only  65  acres.  He  keeps  about  75  head  of  Angus  cattle  and  250 
sheep. 

The  broader  community  benefits  are  proportionately  impressive.  With  higher 
farm  income  to  which  conservation  farming  has  contributed  so  substantially 
has  come  a  thriving  business  in  Carthage,  the  county  seat.  Twenty-five  years 
ago  three  banks  in  Smith  County  had  total  assets  of  less  than  $1  million.  Today, 
there  are  two  banks — but  their  assets  total  more  than  $10  million. 

1962  Developments  and  Trends 

The  consistent  trend  in  converting  cropland  to  grass  or  trees,  at  the 
rate  of  about  2  million  acres  a  year  on  farms  cooperating  with  the  coun- 
try's nearly  3,000  soil  conservation  districts,  continued  during  the 
19G2  fiscal  year.  So  did  the  planning  and  application  of  the  various 
other  soil  and  water  conservation  measures  which  make  for  a  more 
rewarding  adjusted  multiple  use  of  these  resources. 

The  task  of  the  Soil  Conservation  Service  is  to  provide  basic  data 
and  technical  assistance  to  help  individuals  and  small  groups  of 
private  land  users  manage  soil  and  water  efficiently,  profitably,  and 
without  waste  of  resources  or  labor.   Because  most  of  the  productive 
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land  in  the  United  States  is  in  private  ownership,  most  decisions  con- 
cerning resource  management  are  made  by  owners  and  operators. 
Therefore,  systems  of  conservation  management,  which  the  Service 
helps  private  owners  to  develop,  must  serve  both  the  short-run  goals 
of  private  interests  and  the  longer  term  public  interest. 

The  public  interest  is  also  twofold.  It  includes  the  long-time  con- 
servation of  our  soil  and  water  resources  and  continued  economic 
growth.  Both  goals  are  served  by  soil  and  water  conservation  pro- 
grams which,  by  contributing  directly  to  improved  efficiency  in  agri- 
culture, contribute  directly  also  to  the  Nation's  total  economic  growth. 

On  the  basis  of  cooperative  soil  surveys,  conservation  needs,  inven- 
tory data  and  experience,  soil  conservationists  provide  land  users  with 
practical  information  about  the  alternate  uses  of  different  kinds  of  soil. 
The  work  of  the  Service,  in  cooperation  with  responsible  State  and 
local  agencies,  especially  soil  conservation  districts  and  watershed 
organizations,  has  helped  change  production  from  farm  products 
having  a  low  elasticity  of  demand,  such  as  wheat  and  potatoes,  to  those 
with  high  elasticity,  such  as  beef  or  fruit.  Such  shifts  in  land  use 
tend  to  reduce  crops  in  oversupply,  even  where  other  factors  may 
operate  to  maintain  or  increase  them. 

The  Great  Plains  conservation  program  provides  a  good  illustration.  Most 
of  the  cropland  being  converted  to  grass  in  this  10-State  area  previously  had 
been  in  feed  grains,  wheat,  and  cotton.  Although  the  primary  purpose  of  this 
program  is  not  to  reduce  surplus  crops,  but  to  help  bring  about  greater  agri- 
cultural stability  through  accelerated  soil  and  water  conservation  designed  to 
cope  with  hazardous  climatic  and  soil  conditions,  the  effect  has  been  a  net  re- 
duction in  total  production  of  the  surplus  crops. 

Similarly  in  the  South,  shifts  from  row  crops  to  pasture  or  to  man- 
aged woodland,  especially  for  pulpwood,  continue.  Conservation  con- 
versions of  this  kind  are  going  on  all  over  the  country,  with  valuable 
side  effects  in  reducing  the  acreages  and  net  production  of  presently 
unneeded  crops.  T\re  do  not  need  to  grow  crops  on  soils  that  give 
low  returns  for  what  is  put  into  them.  By  fitting  our  uses  of  the  land 
to  the  soils  and  other  factors  determining  land  capability,  we  can  both 
avoid  waste  and  assure  abundant  production. 

Other  conservation  adjustments  receiving  increased  emphasis  dur- 
ing the  year  showed  that  housing,  industrial,  and  other  nonagricul- 
tural  developments  need  not  encroach  upon  our  best  agricultural  lands. 
Soil  and  water  conservation  planning  has  been  drawn  upon  success- 
fully in  locating  and  preserving  recreational  and  wildlife  areas  de- 
spite the  increasingly  keen  competition  for  land  space  and  water 
acreage. 

We  must  think  more  and  more  in  terms  of  multiple,  harmonious  uses 
of  land  and  water  resources.  Fortunately,  Federal,  State,  and  local 
agencies  as  well  as  private  interests  are  recognizing  this  fact. 

The  soil  conservation  district  programs,  small-watershed  protection 
and  flood  prevention  projects,  the  Great  Plains  Conservation  program, 
Eural  Areas  Development  programs,  and  farm  recreational  and  other 
undertakings  on  non-Federal  lands — all  are  designed  to  serve  the 
needs  of  all  the  people. 

Conservation  treatment  and  use  have  demonstrated  that  land  uses, 
far  from  being  exploitive,  can  be  in  full  harmony  with  the  public 
interest  and  the  capabilities  of  the  land. 
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Recreation 

The  Soil  Conservation  Service  from  its  beginning  lias  given  propor- 
tionate attention  to  measures  that  encourage  wildlife  and  provide 
other  recreational  benefits,  such  as  improved  upland  game  hunting 
and  fishing  and  swimming  in  farm  ponds.  More  recently,  the  inclu- 
sion of  lakes  and  protected  grassed  or  wooded  watershed  lands  in  small 
watershed  flood  prevention  and  protection  projects  has  greatly  ex- 
panded opportunities  for  developing  recreational  facilities. 

With  the  formal  Federal  recognition  and  emphasis  of  recreational 
development  during  the  past  year,  the  agency  geared  still  more  of  its 
operations  toward  this  objective — not  as  a  recreational  agency,  but 
in  terms  of  the  use  of  land  and  water  for  recreational  purposes.  The 
following  example  illustrates  how  soil  and  water  conservation  can 
contribute  to  recreational  needs. 

When  the  people  in  the  Green  Creek  watershed  in  central  Texas  began  their 
flood-prevention  project,  they  had  no  thought  of  a  possible  bonus  in  fun.  But. 
with  the  achievement  of  their  flood-prevention  goal,  they  also  gained  13  lakes 
with  water  for  fishing,  boating,  hunting,  camping,  swimming  and  picnicking. 
The  worth  of  the  recreation,  irrigation,  and  livestock  water — all  incidental  to  the 
project's  primary  flood-prevention  purpose — is  estimated  at  more  than  $15,000 
a  year. 

The  lakes,  or  sediment  pools,  behind  the  13  flood-prevention  dams  are  stocked 
with  bass,  bream,  and  catfish.  Some  of  the  landowners  have  provided  picnic 
tables  and  fire  grates ;  boats  are  available  for  rent ;  and  several  landowners  have 
planted  grass  and  shade  trees  for  the  comfort  of  picnickers  and  campers,  or 
have  improved  native  tree  sites. 

Nearly  6,000  people  use  these  recreational  facilities  each  year,  bringing  an 
estimated  income  to  the  landowners  of  about  $4,000.  In  addition,  the  extra 
water  in  11  of  the  lakes  makes  it  possible  to  irrigate  more  than  400  acres ;  and 
farmers  figure  their  additional  livestock  water  is  worth  at  least  $1,000  to  each 
of  them  each  year.  When  other  stock  water  sources  begin  to  dry  up,  land- 
owners with  flood-prevention  structures  open  valves  and  share  with  neighbors 
downstream. 

The  project,  sponsored  by  the  Upper  Leon  Soil  Conservation  District  and 
civic  groups  in  the  city  of  Dublin  and  in  Erath  County,  with  Soil  Conservation 
Service  technical  and  cost-sharing  help,  has  also  seiwed  its  primary  purpose  of 
flood  prevention  well.  To  date,  benefits  from  reduction  of  flood  damages  to  land 
and  towns  are  estimated  at  about  $361,000. 

Rural  Areas  Development — Family  Farm 

Soil  and  water  conservation  and  rural  area  improvement  are  har- 
monious concepts.  From  its  earliest  days,  a  main  objective  of  the 
Service  has  been  to  encourage  the  maximum  number  of  landowners 
and  operators  in  a  given  community  or  watershed  to  adopt  conserva- 
tion practices,  not  just  for  soil  erosion  control  on  individual  farms, 
but  for  area- wide  resource  conservation  and  economic  betterment. 

Among  the  services  being  provided  in  rural  development  areas  are : 
Technical  assistance  for  the  economic  development  of  soil  and  water 
resources  for  both  agricultural  and  nonagricultural  purpose.  Soil 
surveys,  land  inventories  and  land  capability  interpretations  for  agri- 
cultural development,  site  locations  for  project  construction,  special 
land  uses  and  public  facilities.  Financial  and  technical  help  for 
developing  water  resources  in  small  watersheds,  for  both  agricultural 
and  nonagricultural  uses  and  for  flood  prevention.    In  cooperation 
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with  other  Department  agencies,  assisting  farmers  to  reorganize  their 
operation  and  increase  farm  income  through  replanning  of  farm  units. 
Financial  and  technical  assistance  in  developing  long-range  conserva- 
tion plans  on  farms  and  ranches  in  the  Great  Plains  area.  During 
fiscal  1962,  the  SCS  provided  help  in  these  areas  to  all  EAD  commit- 
tees and  specifically  to  Office  of  Economic  Development  Program 
committees  in  all  designated  areas  having  soil  and  water  conservation 
problems. 

Progress  in  Arkansas'  Sis  Mile  Creek  watershed  demonstrates  the  effectiveness 
of  small  watershed  projects  in  successful  rural  area  development.  This  is  a 
165,000-acre  pilot  watershed  protection  and  flood-prevention  project  sponsored 
by  Franklin  County  and  Magazine  (Logan  County)  Soil  Conservation  Districts. 
The  work  involves  24  flood-detention  structures,  28  miles  of  stream-channel 
improvement,  and  land-treatment  measures  on  the  major  part  of  the  watershed, 
almost  100  percent  of  which  had  been  applied  by  the  year's  end  by  cooperating 
farmers.  Three  new  industries  have  come  into  the  watershed  area  since  the  fall 
of  1953.  Each  of  them  depends  on  water  from  one  or  more  of  the  flood-detention 
structures  for  its  present  needs  or  future  development.  Together,  the  three  new 
industries  employ  more  than  400  local  people.  They  have  combined  payrolls 
of  more  than  $1  million  a  year. 

Other  rural  area  benefits  include:  Protection  of  dairy  and  other  bottom  land 
farms  against  damaging  flooding. 

Supplemental  water  for  Charleston's  municipal  water  system.  This  is  espe- 
cially needed  for  a  cannery  that  provides  a  market  for  a  wide  area  and  employs 
up  to  50  local  people. 

Livestock  water  for  downstream  farmers  in  drought  periods. 

An  overall  reduction  in  flood  and  sediment  damages  averaging  some  $45,000 
a  year. 

An  estimated  saving  to  Logan  County  of  an  average  of  75  percent  of  the  usual 
costs  of  road  and  bridge  maintenance  within  the  watershed. 

Eecognizing  always  that  the  family  farm  is  a  focal  unit  in  com- 
munity development,  our  conservation  planning  gives  such  farms  the 
fullest  consideration  in  reviewing  overall  economic  development  and 
proposed  Area  Redevelopment  Act  projects. 

Great  emphasis  is  placed  on  farmers'  and  ranchers'  economic  well- 
being,  and  on  the  importance  of  the  family  farm  as  an  economic  base 
for  rural  community  development. 

Soil  Conservation  Districts 

A  new-type  working  agreement  between  the  Department  and  soil 
conservation  districts  was  devised  early  in  1962.  It  specifies  that  help 
to  conservation  districts,  through  SCS  and  other  USDA  agencies,  will 
include  aid  for  "conserving  and  improving  water,  vegetative,  wildlife 
and  related  resources  and  in  reducing  damage  by  flood  and 
sedimentation." 

First  to  revise  its  program — requisite  to  entering  into  the  new-type 
agreement — was  the  Southeastern  Soil  Conservation  District  in  south- 
eastern North  Carolina.  Five  more  districts  had  done  so  by  the  end 
of  the  fiscal  year.  The  first  revised  agreement  was  signed  April 
23, 1962. 

There  were  at  the  year's  end  2,929  soil  and  wTater  conservation 
districts  in  the  50  States,  Puerto  Rico,  and  the  Virgin  Islands.  They 
included  96.5  percent  of  the  Nation's  farms  and  93  percent  of  the  land 
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in  farms,  or  3,628,500  farms  and  ranches  with  approximately 
1,044,715,000  acres. 

The  consolidation  of  small  districts  and  the  division  of  multiple- 
county  districts  to  increase  efficiency  of  program  operations  continued. 
Of  the  29  districts  added  during  the  year,  24  were  newly  organized 
and  the  others  were  the  net  result  of  such  consolidation  or  division  of 
existing  districts.  North  Dakota,  on  January  31,  1962,  became  the 
24th  State,  along  with  Puerto  Rico  and  the  Virgin  Islands,  to  be  100- 
percent  covered  by  districts.  Of  the  year's  increase  of  nearly  16,- 
175,000  acres  in  district  acreage,  10,731,000  acres  represented  additions 
to  established  districts. 

As  the  districts  stepped  up  activities  on  cooperators'  farmlands,  in 
watershed  projects  and  urban  areas,  and  met  broadened  recreational 
and  other  opportunities  for  resource-conservation  leadership,  SCS 
help  grew  to  new  proportions.  It  assisted  district  landowners  and 
operators  develop,  under  all  programs,  105,000  basic  conservation 
plans  on  approximately  36  million  acres,  which  brought  the  total 
plans  to  date  to  1,408,000,  involving  426%  million  acres.  In  addi- 
tion, 32,600  plans  covering  about  16  million  acres  were  revised  to 
bring  them  up  to  date. 

Watershed  Protection  and  Flood  Prevention — River  Basins 

At  least  one-third  of  the  Public  Law  566  projects  approved  for 
operations  as  of  June  30,  1962,  included  structural  measures  having 
purposes  other  than  watershed  protection  or  flood  prevention.  (See 
pp.  52,  53.)  The  increasing  trend  toward  multiple-purpose  develop- 
ment was  reflected  by  the  fact  that  66  of  these  projects  include  drain- 
age improvements,  34  fish  and  wildlife  developments,  23  municipal 
water  supply,  15  irrigation,  9  recreation,  1  agricultural  water  supply, 
and  1  agricultural  water  level  control. 

Applications  from  197  local  organizations  for  Public  Law  566 
planning  assistance  in  1961-62  raised  total  applications  in  48  States 
and  Puerto  Kico  to  1,702.  Work  plan  development  was  authorized 
for  110  projects,  bringing  the  total  authorizations  to  769 — 45  percent  of 
the  applications  received.  The  approval  of  73  projects  for  Federal 
assistance  in  installing  dams  or  other  works  of  improvement  raised 
this  total  to  385.  Thirty-seven  projects  had  been  completed  and  39 
had  completed  major  structural  measures.  Significantly,  in  24  States 
non-Federal  planning  assistance  totaling  more  than  $1,640,000  was 
provided  during  the  year  through  trust  fund  agreements,  reimburse- 
ments, and  personnel  provided  by  States. 

Principal  structural  measures  completed  during  the  year,  and  the 
totals  as  of  June  30,  1962,  were :  Floodwater  retarding  structures  179, 
total  646 ;  stream  channel  improvement  234  miles,  total  582  miles ;  sta- 
bilizing and  sediment  control  structures  72,  total  156.  Meanwhile, 
watershed  landowners  applied  conservation  land-treatment  practices 
in  proportion  to  the  expanded  project  activities. 

With  44  pilot  watershed  protection  projects  completed  by  June  30, 
only  10  remained  to  be  finished. 

Subwatershed  work  plans  developed  in  flood-prevention  operations 
on  11  major  river  watersheds  brought  the  total  plans  to  202.  These 
take  in  about  17,944,000  acres,  58  percent  of  the  authorized  area. 
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As  the  importance  of  the  land  and  water  information  in  guiding 
watershed  and  water  development  planning  becomes  more  widely 
recognized,  river  basin  surveys  and  investigations  receive  increased 
attention.    Such  studies  are  underway  on  11  major  rivers. 

Great  Plains  Conservation  Program 

Participation  increased  in  the  368  designated  counties  of  the  Great 
Plains  cost-sharing  Conservation  Program.  The  program's  effective- 
ness in  bringing  about  safer  and  more  profitable  land  use  in  this  10 
State  area  is  increasingly  evident.  Cropland  being  diverted  to  per- 
manent grass  at  the  end  of  fiscal  1962  amounted  to  688,000  acres,  or 
about  one-fourth  of  all  cropland  (2,812,721  acres)  put  under  contract 
since  the  program  started  in  1957.  Conversion  of  cropland  to  grass 
planned  during  the  year  totaled  145,600  acres,  or  about  5  percent. 

Farmers  and  ranchers  signed  2,450  contracts  through  this  program 
in  1961-62,  covering  4,950,000  acres.  As  of  June  30,  1962,  9,546  con- 
tracts covered  23%  million  acres.  In  addition,  there  were  on  hand  at 
the  yearend  3,855  applications  involving  nearly  9%  million  acres. 

Soil  Surveys — Technical  Advancements 

Progress  in  cooperative  soil  surveys,  which  are  basic  to  conservation 
planning  and  treatment  in  all  of  these  programs  and  related  urban- 
area,  recreational  or  other  undertakings,  stands  high  on  the  list  of  the 
Service's  technical  advancement.  The  number  of  soil  surveys  com- 
pleted and  published  annually  has  more  than  tripled  since  1957. 

During  the  1962  fiscal  year,  soil  survey  field  mapping  was  completed 
on  61,600,000  acres.  This  contrasts  with  57,300,000  acres  in  1961,  an 
increase  of  7.5  percent.  More  than  740  million  acres  have  been 
mapped  to  date  in  sufficient  detail  for  conservation  planning  of  farms 
and  watersheds  and  for  other  purposes.  Studies  of  the  distribution 
of  radioactive  fallout  were  initiated  as  a  special  soil  survey 
investigation. 

There  was  wide  demand  for  information  from  the  previously  com- 
pleted National  Inventory  of  Soil  and  Water  Conservation  Needs. 
This  guideline  material  served  as  the  foundation  information  for  the 
new  Land  and  Water  Resources — A  Policy  Guide. 

A  graphic  digest  of  the  inventory  findings,  "Agricultural  Land 
Eesources,"  was  prepared  specially  for  the  1962  White  House  Con- 
ference on  Conservation ;  and  complete  State  and  National  summaries 
of  the  basic  statistics  were  prepared  for  printing.  In  addition,  22 
State  inventory  reports  and  scores  of  county  reports  were  published. 

To  keep  pace  with  mounting  demands  on  technical  and  other  per- 
sonnel, the  Service  inaugurated  automatic  data  processing  in  timekeep- 
ing and  progress  reporting.  The  value  of  the  time  saved  in  report 
writing  alone  is  equivalent  to  $900,000. 

Increased  efficiency  also  resulted  from  up-dating  various  technical 
guides  and  standards  governing  procedures  and  policies.  Such 
guides  were  given  priority  attention,  for  example,  in  farm  and  ranch 
conservation  planning.  They  were  developed  also  in  such  other  tech- 
nical fioMcs  as  agronomy,  woodland  conservation,  range  conservation, 
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engineering,  snow  surveying,  soil  surveys,  river  basin  surveys,  and 
watershed  planning. 

Other  Programs 

A  total  of  approximately  402,000  Agricultural  Conservation  Pro- 
gram referrals  were  received  and  374,000  serviced  by  SCS  technicians 
during  the  1961  program  year.  The  Service  also  assisted  the  Farmers 
Home  Administration  in  its  conservation  and  watershed  lending  pro- 
gram, and,  as  we  have  indicated,  worked  closely  with  the  new  Office  of 
Rural  Areas  Development. 

Forests 

The  Forest  Service  works  in  many  ways  through  many  people  for 
the  benefit  of  practically  every  American. 

A  Forest  Ranger  checks  a  timber  sale  area  where  a  lumber  company  harvests 
National  Forest  timber  under  contract.  A  range  specialist  examines  a  sample 
plot  to  see  how  heavily  the  area  is  being  grazed.  A  survey  crew  locates  the 
route  for  a  new  forest  road.    Laborers  build  a  new  campground. 

A  laboratory  scientist  examines  the  cell  structure  of  wood,  magnified  32.000 
times  by  an  electron  microscope.  Hydrologists  measure  precipitation,  snowmelt, 
runoff,  ground  water,  and  evaporation  on  several  sample  watersheds.  Patholo- 
gists seek  new  ways  to  stop  fungus  diseases  of  trees. 

A  State  Conservation  Department  employee  mans  a  forest  lookout  tower  during 
fire  season.  A  State  nurseryman  ships  several  million  seedlings  for  forest 
plantings  all  over  the  State.  A  service  forester  advises  a  farmer  how  best  to 
plant,  manage,  and  harvest  the  trees  in  his  woods. 

These  activities  illustrate  the  three  major  Forest  Service  areas  of 
responsibility :  National  Forest  protection  and  management,  forestry 
and  range  research,  and  State  and  private  cooperative  forestry. 

Work  in  all  three  areas  is  being  stepped  up  in  response  to  the  growing 
demand  for  all  forest  resources — wood,  water,  forage,  wildlife,  and  out- 
door recreation.  Multiple  use  management,  long  the  guiding  principle 
in  National  Forest  administration,  is  now  practiced  on  more  and  more 
land  in  all  types  of  ownerships. 

Nowhere  are  the  opportunities  of  multiple  use  management  more 
clearly  demonstrated  than  in  the  Rural  Areas  Development  (RAD) 
program.  The  RAD  program  is  drawing  on  every  resource  and 
every  public  and  private  agency  to  breathe  new  vitality  into  economi- 
cally underdeveloped  rural  areas,  where  in  many  cases  privately  owned 
woodlands  are  major  untapped  resources.  To  help  RAD  forestry 
programs  the  Forest  Service  in  1962  published  Forests  in  Rural  Areas 
Development,  Managing  the  Family  Forest,  and  Forest  Recreation  for 
Profit.  Also,  through  a  "Family  Forest"  sign  and  certificate,  State 
Foresters  now  can  publicly  recognize  forest  owners  who  place  their 
woods  under  approved  management  plans. 

The  Accelerated  Public  Works  Program,  approved  by  Congress  in 
September,  is  injecting  new  life  into  many  depressed  communities. 
The  Forest  Service  has  put  into  action  a  large  number  of  projects 
from  previously  established  development  plans;  these  will  help  to 
increase  employment  in  eligible  counties  over  the  program's  18-month 
duration. 
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Managing  the  National  Forests 

Management  of  the  National  Forests  has  intensified  in  every  resource 
area  and  in  all  aspects  of  protection.  Behind  this  intensification  is 
the  "Development  Program  for  the  National  Forests,"  a  short-term 
overall  operation  to  provide  resources  and  benefits  to  meet  the  Nation's 
needs  in  1972.  The  program  also  includes  planning  for  the  not-too- 
distant  year  2000. 

Recreation. — Recreational  use  of  the  National  Forests  continues 
to  expand.  Visits  for  outdoor  recreation  topped  112  million  in  1962, 
a  10-percent  increase  that  is  typical  of  yearly  increases  for  more  than 
a  decade — this  trend  shows  no  sign  of  letting  up  for  some  time.  To 
meet  these  growing  demands,  the  Development  Program  calls  for 
283,000  new  family  camp  and  picnic  units  and  4,000  other  recreation 
sites  to  be  established  by  1972.  Each  National  Forest  has  completed 
or  is  completing  a  detailed  recreation  management  plan  to  anticipate 
future  recreational  use. 

The  Visitor  Information  Service,  now  in  its  second  year,  provided 
millions  of  visitors  with  a  better  understanding  of  natural  resources 
and  their  use  on  the  National  Forests.  This  is  accomplished  through 
displays  at  visitor  centers,  self -guided  tours,  lectures,  and  demonstra- 
tion areas. 

Timber  cut  from  the  National  Forests  in  fiscal  year  1962  totaled 
9  billion  board  feet,  second  only  to  the  record  9.4  billion  board  feet 
harvested  in  1960  and  an  increase  of  0.7  billion  feet  over  1961.  This 
cut  was  about  14  percent  of  all  timber  harvested  in  the  country. 
Maintaining  timber  operations  at  a  high  level,  despite  depressed 
lumber  industry  conditions,  became  possible  largely  because  of  ad- 
justments in  timber  appraisals  and  sales  methods  to  meet  current 
problems. 

Reforestation  on  the  National  Forests  increased  substantially  in 
fiscal  1962  and,  in  fact,  approached  the  record  set  by  the  Civilian 
Conservation  Corps  program  in  1936.  Planted  or  seeded  to  trees 
were  197,604  acres;  natural  regeneration  measures  were  applied  to 
38,615  acres;  weeding,  thinning,  release,  and  cull  tree  treatments  were 
done  on  428,831  acres;  and  crop  trees  were  primed  on  32,608  acres. 

Range. — Thousands  of  ranchers  and  farmers  in  the  Western  States 
depend  on  some  63  million  acres  of  National  Forest  and  National  Grass- 
land range  to  supplement  their  operations.  The  Forest  Service  is 
almost  half  through  an  inventory  and  analysis  of  the  11,306  grazing 
allotments  of  National  Forest  rangeland,  and  is  developing  improved 
management  plans  based  on  the  analysis.  The  job  is  scheduled  for 
completion  in  1967,  after  which  there  will  be  periodic  reexaminations. 

A  major  undertaking  during  the  year  was  the  Trial  Program  of 
Public  Land  Range  Appraisal,  a  sample  survey  of  Forest  Service 
and  Bureau  of  Land  Management  rangelands  prepared  jointly  by  the 
Departments  of  Interior  and  Agriculture  for  the  Senate  Committee 
on  Appropriations.  Besides  analyzing  data  on  the  representative 
areas  studied,  the  two  Departments  developed  and  submitted  with  the 
report  a  prospectus  for  a  nationwide  public  land  range  appraisal. 

Wildlife. — In  addition  to  the  established  programs  for  wildlife 
habitat  improvement  and  cooperation  with  State  Fish  and  Game  an- 
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thorities,  the  Forest  Service  has  added  fisheries  and  wildlife  experts 
to  the  staffs  of  a  number  of  National  Forests,  and  has  created  a  Branch 
of  Animal  Damage  Control  within  the  Washington  Office  Division  of 
Wildlife  Management.  Training  meetings  at  all  levels  showed  new 
techniques  for  maintaining  healthy  habitats  through  better  resource 
coordination. 

Watershed. — National  Forest  watersheds  yield  essential  water  for 
thousands  of  farms  and  communities.  To  protect  and  improve  these 
watersheds  the  Forest  Service  rehabilitated  over  100,000  acres  of 
deteriorated  land,  and  treated  nearly  1,000  miles  of  eroding  stream 
channels  and  old  roads.  The  Service  also  analyzed  the  anticipated 
impact  on  various  resources  of  29  reservoir  projects,  and  had  surveys 
in  progress  at  35  other  projects. 

Fiscal  year  1962  saw  the  completion  of  390  miles  of  forest  highways, 
4,300  miles  of  forest  development  roads,  180  miles  of  trail,  and  300 
bridges.  Survey  crews  searched  15,810  property  corners,  monumented 
10,261  corners,  and  marked  to  full  or  partial  standards  about  6,000  miles 
of  property  lines.  Planimetric  mapping  was  completed  for  over 
43,000  square  miles. 

Land  Exchange. — At  the  end  of  the  fiscal  year,  some  180  approved 
land  exchanges  involving  about  160,000  acres  of  private  land  and  a 
slightly  smaller  Federal  acreage  were  in  final  stages  of  negotiation. 
Widespread  interest  in  an  exceptionally  large  land  exchange  in  Wash- 
ington State  led  to  a  change  in  Departmental  instructions  providing 
for  public  hearings  where  called  for  by  public  demand. 

A  program  for  land  transfers  between  the  Bureau  of  Land  Manage- 
ment and  the  Forest  Service  was  begun  during  the  year.  The  pro- 
posed land  transfers  will  be  made  in  Montana,  Idaho,  and  Colorado 
to  bring  about  more  effective  and  economical  administration  of  lands 
under  the  respective  agencies. 

Ingress-Egress  Policy  Clarified. — Following  an  opinion  of  the  At- 
torney General,  a  new  policy  was  announced  covering  the  ingress  and 
egress  rights  of  landowners  within  the  National  Forests.  The  opinion 
held  that  nonresident  landowners  are  not  to  be  considered  bonafide 
settlers:  therefore  they  do  not  qualify  for  the  same  rights  guaranteed 
by  law  to  settlers.  Under  the  new  policy,  the  Forest  Service  will 
grant  rights-of-way  to  nonresident  owners  across  Federal  land  on 
condition  that  similar  access  across  their  propert}T  is  granted. 

High  Country  Policy  for  Northwest. — A  policy  statement  released 
in  April  1962  defined  more  clearly  multiple  use  management  of  the 
high  mountain  areas  in  the  Pacific  Northwest.  The  statement  recog- 
nizes and  provides  for  specific  management  policies  on  four  distinc- 
tive land  types:  Grass-shrub,  principal  forest,  upper  forest,  and  alpine 
associations.  It  also  recognizes  landscape  management  areas  within 
the  four  zones,  where  recreation  and  scenic  values  predominate.  The 
policy  statement  will  lead  to  much  better  public  understanding  of 
National  Forest  management  objectives  in  the  Northwest. 

Forest  Fires. — After  3  successive  years  of  difficult  fire  seasons,  the 
National  Forests  in  the  West  enjoyed  a  moderate  season  in  which  fire 
losses  were  substantially  reduced.  By  the  end  of  August  1962,  with 
much  of  the  worst  weather  hazard  passed,  43  percent  fewer  fires  had 
burned  80  percent  less  area  in  the  western  regions  than  during  the 
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same  period  of  1961.  In  the  central,  eastern,  and  southern  regions, 
however,  a  severe  drought  in  winter  and  early  spring  resulted  in  32 
percent  more  fires  and  91  percent  greater  area  burned  than  in  the 
first  8  months  of  1961.  Nationwide,  the  National  Forest  fire  record 
averaged  out  as  one  of  the  best  in  many  years. 

Forestry  Research 

Behind  the  great  increase  in  nursery  seedling  production  in  recent 
years  lies  a  little-known  research  success  story.  In  1959  and  1960,  2 
billion  young  trees  were  planted  each  year,  and  in  1961  and  1962,  the 
annual  planting  dropped  just  under  that  figure.  This  comes  to  about 
11  little  trees  per  year  for  every  man,  woman,  and  child  in  the  coun- 
try— an  enormous  increase  over  the  planting  possible  a  few  years  ago. 

Such  plantings  depend  on  healthy  seedlings  produced  in  nurseries. 
Only  a  few  years  ago  starting  a  nursery  seedling  crop  was  a  touch- 
and-go  business.  Diseases  sometimes  killed  60  to  80  percent  of  the 
young  trees  while  they  were  still  in  the  nursery.  Forest  Service  re- 
search found  ways  to  control  the  diseases  and  to  improve  nursery 
stock,  thereby  making  these  recent  planting  records  possible. 

Today  the  forest  manager  can  thank  research  for  plentiful,  vigorous, 
low-cost  planting  stock — one  of  the  many  ways  forestry  research 
supports  forestry  progress. 

A  10-year  research  program  for  the  years  ahead  got  underway  in 
1962.  This  is  the  "National  Forestry  Research  Program,"  under 
which  new  laboratory  buildings  are  being  built,  programs  intensified, 
and  stronger,  more  versatile  research  staffs  are  being  developed. 

Research  on  fire,  insects,  and  disease  has  a  high  priority.  These 
destructive  agents  cause  an  annual  growth  loss  of  44  billion  board  feet 
to  our  timber  resources.  Insect  and  disease  studies  are  directed  partic- 
ularly toward  control  measures  that  help  to  reduce  the  use  of  hazard- 
ous chemicals.  Gamma  irradiation  and  chemosterilants  serve  this 
purpose  by  preventing  insect  reproduction.  We  are  seeking  disease 
control  through  cultural  practices  that  keep  forest  stands  healthy. 
Genetic  research  breeds  disease-resistant  trees,  with  particular  prom- 
ise in  the  fight  against  stem  rust  diseases. 

While  one  phase  of  research  is  bringing  forth  a  whole  array  of  new 
chemicals  for  use  in  aerial  attack  on  forest  fires,  another  is  developing 
methods  of  fire  prevention.  Progress  on  Project  Sky  fire  indicates 
that  we  may  soon  have  a  practical  means  of  reducing  lightning  in 
certain  types  of  thunderstorms — thereby  cutting  down  the  number 
of  fires. 

The  National  Forestry  Research  program  is  laying  new  emphasis 
on  improving  methods  of  estimating  timber  growth.  This  will  pro- 
vide a  sounder  basis  for  determining  allowable  cut  and  rotation  age 
on  the  National  Forests. 

Research  on  outdoor  recreation  is  establishing  guidelines  for  devel- 
oping and  managing  recreation  resources.  This  area  of  investigation 
includes  studies  of  present  and  future  demands  for  various  kinds  of 
forest  recreation;  effects  of  recreational  use  on  the  environment; 
design  and  layout  of  facilities ;  and  the  tangible  and  intangible  bene- 
fits derived  from  different  types  of  outdoor  recreation. 

690-369—63  5 
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Soil  and  watershed  research  is  probing  more  deeply  into  the  funda- 
mental processes  of  water  movement,  soil  formation,  and  erosion. 
Through  such  knowledge  we  are  finding  ways  to  alter  the  amount 
and  timing  of  water  yields,  to  reduce  excessive  runoff  and  erosion, 
and  to  maintain  good  hydrologic  conditions  while  using  the  land  for 
various  products  and  services. 

A  continually  expanding  field  of  opportunities  is  opening  up  in 
wood  utilization.  Xew  markets  and  extended  utility  for  wood  prod- 
ucts are  found  in  many  new  processes — overlaying  of  inferior  or 
defective  wood  with  paper  or  films,  improved  gluing  of  laminated 
wood,  fire  retarding  and  preservative  treatments,  and  better  methods 
of  seasoning  and  stabilizing  wood.  Fundamental  research  into  the 
chemistry  of  wood  continues,  aimed  particularly  at  unlocking  the 
secrets  of  lignin,  a  substance  that  makes  up  one-third  of  wood. 

New  concepts  in  timber  harvest,  such  as  logging  by  helicopter  and 
transport  of  pulp  chips  by  pipeline,  are  being  developed  in  keeping 
with  soil  and  water  conservation  objectives  as  well  as  efficient  timber 
production. 

Several  million  landowners  and  thousands  of  forest  products  firms 
want  more  efficient  marketing  systems  and  new  or  expanded  outlets 
for  forest  products  Research  on  these  problems  is  laying  particular 
emphasis  on  appraisals  of  potential  market  opportunities  and  ex- 
panded forest  industries  in  underdeveloped  areas. 

Cooperative  Forestry 

Cooperative  forestry  programs  on  State  and  private  lands  in  49 
States  and  Puerto  Rico  involve  the  w7ork  of  the  Forest  Service,  State 
Foresters,  other  agencies,  private  groups  and  individual  landowners. 
The  programs  cover  tree  planting,  cooperative  forest  management, 
pest  control,  flood  prevention,  and  forest  fire  prevention  and  control. 

As  was  pointed  out  earlier,  tree  planting  in  fiscal  years  1961  and 
1962  fell  slightly  below  the  peaks  of  1959  and  1960.  Largely  respon- 
sible for  this  reduction  was  the  completion  prior  to  this  year  of  all 
Conservation  Reserve  planting  contracts;  however.  Federal  assist- 
ance to  States  for  tree  planting  has  been  stepped  up  and  is  being 
continued.  The  States  indicate  that  they  can  match  substantially 
greater  Federal  expenditures  than  are  now  provided. 

The  Forest  Service  continued  work  on  seven  flood  prevention  proj- 
ects authorized  under  the  Flood  Control  Act  of  1944.  During  the 
fiscal  year  the  Service  aided  in  the  planting  of  45,464  acres  to  trees, 
helped  8,638  landowners  improve  their  management  of  45,090  acres, 
and  otherwise  strove  to  reduce  erosion  and  improve  fire  protection. 
Work  is  almost  complete  on  58  small  watershed  demonstration  or  pilot 
projects  authorized  in  1954. 

The  Service  cooperated  with  State  Foresters,  the  Soil  Conservation 
Service,  and  local  sponsors  in  planning  improvements  for  77  author- 
ized small  watershed  (Public  Law  566)  projects.  Improvement 
measures  were  installed  on  150  projects,  including  tree  planting 
and  seeding  on  13,865  acres;  technical  forestry  assistance  to  1,991 
landowners  for  87,624  acres  of  forest  land;  improved  fire  protect  ion 
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for  559,552  acres;  road  and  stream  channel  stabilization;  and  range 
improvements  on  over  5,000  acres. 

Approximately  600  farm  or  service  foresters  serving  under  State 
Foresters  in  49  States  and  Puerto  Rico  help  landowners  and  small 
primary  processing  plants  in  the  better  management  and  development 
of  forest  resources.  These  State  forestry  organizations  aided  some 
86,100  forest  owners  on  more  than  4,796,300  acres. 

The  State  Foresters  and  their  staffs  also  help  forest  owners  by 
providing  protection  against  forest  fire,  insects,  and  diseases.  Co- 
operative forest  fire  control  efforts  now  protect  93  percent  of  the 
area  needing  protection.  But  about  30  million  acres  still  lack  protec- 
tion, and  fires  on  these  lands  account  for  the  greatest  proportion  of 
fire  damage  each  year.  In  fiscal  1962  over  S62  million  was  spent  for 
fire  protection  on  State  and  private  lands,  of  which  $12  million  was 
Federal  funds. 

A  new  fire  report  form  placed  in  use  during  the  year  provided  more 
realistic  data  on  fire  expense  and  damage.  Action  now  underway  to 
bring  up  to  date  the  nationwide  estimates  for  the  cost  of  fire  protec- 
tion on  non-Federal  lands  will  be  completed  in  1965. 

Extensive  programs  to  control  insects  and  diseases  included  meas- 
ures against  bark  beetles  in  pine  forests  in  Xorth  and  South  Carolina, 
Georgia,  Texas,  Utah  and  California,  and  in  Engelmann  spruce  for- 
ests in  Wyoming  and  Colorado.  In  Western  and  Great  Lakes  States 
about  1  million  acres  were  sprayed  to  control  such  defoliating  insects 
as  the  spruce  budworm,  hemlock  looper  and  tussock  moth.  Anti- 
biotic treatment  of  blister  rust  in  western  white  pines  continued  to 
show  highly  satisfactory  results ;  aerial  spraying  of  antibiotics  cured 
approximately  75  percent  of  the  infected  trees  on  about  80,000  acres. 

All  Forest  Service  programs  have  as  their  ultimate  objective  greater 
and  more  efficient  public  service.  To  reach  that  objective  they  depend 
on  orderly  and  efficient  management.  Management  was  consider- 
ably improved  during  the  year  when  the  uniform  system  of  work 
planning  was  completely  integrated  with  the  budget  and  accounting 
systems  on  all  forests.  Over  90  program  and  service  functions  are 
now  automated,  providing  a  net  yearly  savings  of  a  million  dollars. 
More  than  30  management  studies  were  completed  during  the  year 
and  their  results  have  been  implemented ;  60  more  projects  are  now 
underway,  all  aimed  at  improving  operations  and  reducing  costs. 

Serving  Farmer  Cooperatives 

Though  farms  have  grown  larger  and  more  specialized,  farmers 
as  individuals  are  increasingly  unable  to  bargain  against  the  ever- 
rising  concentration  of  market  power  by  the  businesses  they  buy  from 
and  sell  to. 

Through  the  assistance  they  offer  farmers  in  their  bargaining,  co- 
operatives are  today  more  than  ever  a  vital  agricultural  resource. 
The  Farmer  Cooperative  Service,  accordingly,  has  intensified  its  ef- 
forts to  help  develop  and  strengthen  cooperatives.  Among  the  goals 
sought  are:  Improvements  in  cooperative  organization  and  financial 
structures;  adjustments  to  changing  marketing  conditions:  an  up- 
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grading  of  management  and  employee  performance :  an  expansion  of 
farmer  directors'  knowledge  and  capabilities:  and  improved  commu- 
nications between  cooperative  officials  and  their  members. 

FCS  also  seeks  to  increase  cooperative  efficiency  by  helping  to 
locate  and  plan  new  plants  and  equipment  and  advising  on  mergers 
when  FCS  studies  show  these  could  improve  services  and  cut  down 
overhead. 

To  enhance  their  own  ability  to  serve  cooperatives  many  FCS 
staff  members  attended  training  programs  on  management  improve- 
ment, data  processing,  and  oral  and  written  communication.  The 
annual  FCS  3-day  workshop  stressed  the  need  for  improved  compe- 
tency and  knowledge  in  helping  to  build  stronger  farmer-owned 
cooperatives. 

The  technical  experience  of  FCS  was  called  upon  to  provide  assist- 
ance in  evaluating  the  feasibility  and  organizational  soundness  of 
various  proposals  involving  cooperatives  under  the  Rural  Areas  De- 
velopment Program.  This  advisory  assistance  was  instrumental  in 
the  decision  of  a  mid-South  cooperative  to  build  a  feed  mill  to  serve 
15  RAD  counties. 

The  Service  furnished  a  wide  range  of  cooperative  information  to 
RAD  staff  and  local  and  State  committees,  including  the  distribu- 
tion of  1.200  kits  of  publications. 

In  recognition  of  the  USDA  Centennial,  FCS  issued  a  circular  on 
the  work  of  the  Department  with  cooperatives  over  the  past  100  years 
and  a  special  June  1962  issue  of  the  News  for  Farmer  Cooperatives, 
emphasizing  both  historical  events  and  a  look  into  the  future. 

In  cooperation  with  the  Banks  for  Cooperatives.  FCS  produced  an 
educational  film,  "It's  the  Farmers'  Business."  a  part  of  USDA's 
Television  Centennial  series.  Much  material  was  also  prepared  for 
other  USDA  activities  centered  around  observance  of  the  Centennial. 

Among  specific  efforts  by  FCS  to  improve  the  effectiveness  of  co- 
operatives were : 

A  comprehensive  study  on  livestock  pooling ;  four  other  publications  on  feeder 
calf,  feeder  pig,  lamb,  and  veal  calf  pooling  were  in  process  at  the  end  of  the 
year. 

A  study  of  the  advisability  of  merging  a  farm  supply  and  egg  marketing 

cooperative. 

A  comparison  of  operating  costs  of  a  number  of  dairy  processing  cooperatives. 

A  survey  of  causes  of  variations  in  egg  handling  costs  and  labor  output  in 
selected  cooperatives. 

An  evaluation  of  farm  management  services  offered  by  some  farm  supply 
cooperatives. 

Recommendations  made  in  cooperation  with  the  University  of  Illinois  that 
led  to  the  consolidation  of  six  Illinois  livestock  cooperatives. 

Development  of  information  that  led  14  interested  farmer  groups,  including 
cooperatives,  to  decide  against  building  new  soybean  processing  plants,  thus 
saving  time  and  money. 

Detailed  case  studies  of  employee  incentive  plans  in  five  cooperatives. 

A  report  on  transportation  and  handling  of  seed  by  regional  cooperatives  in 
the  Southeast. 

A  study  of  causes  and  extent  of  losses  from  handling  sbeep  and  lambs  from 
farm  to  market  with  recommendations  on  ways  to  reduce  livestock  losses  during 
the  transportation  phase. 

A  case  study  of  a  livestock  cooperative's  adjustment  to  the  shifts  from  termi- 
nal markets  to  local  auction  selling. 
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A  major  research  publication  prepared  during  the  year  provides 
criteria  for  evaluating  dairy  cooperatives.  These  criteria  will  help 
dairy  cooperatives  meet  changes  in  technology  and  market  structure 
while  maintaining  organization  and  operations  best  suited  to  aid 
farmers  in  obtaining  maximum  returns  and  stable  markets. 

Other  publications  included  the  annual  statistical  report  on  the 
number  of  cooperatives,  their  members  and  extent  of  business,  and 
specialized  reports  on  the  financial  status  and  operations  of  regional 
cottonseed  and  soybean  oil  cooperatives,  regional  grain  cooperatives, 
and  feed  integration  by  cooperatives. 

As  an  essential  part  of  its  educational  work  FCS  helped  plan  and 
conduct  a  number  of  major  conferences  during  the  year.  These  in- 
cluded a  national  conference  on  cooperative  research  and  teaching 
with  land-grant  university  economists,  teachers,  and  extension  work- 
ers ;  four  regional  member  relations  conferences ;  a  national  conference 
of  fruit  and  vegetable  bargaining  associations ;  and  the  annual  meeting 
of  the  Cooperative  Editorial  Association.  In  addition,  the  Service 
participated  in  several  regional  and  national  meetings  of  commodity 
and  other  groups  of  cooperatives. 

FCS  also  provided  assistance  in  planning  commodity  and  other 
special  sessions  at  the  annual  summer  meeting  of  the  American  Insti- 
tute of  Cooperation. 

Altogether,  staff  members  participated  in  220  meetings  attended 
by  about  25,000  participants,  representing  8,000  farmer  cooperatives. 

Work  with  foreign  countries  was  accelerated  throughout  the  year. 
In  its  continued  active  participation  in  the  training  program  for 
foreign  nationals,  FCS  assisted  641  such  nationals  during  the  fiscal 
year,  the  largest  number  being  from  the  newly  emerging  nations  of 
Africa.  FCS  also  responded  to  increased  demands  from  representa- 
tives of  the  Peace  Corps  and  Agency  for  International  Development 
for  advice  and  publications. 

Meeting  Farmers'  Credit  Needs 

Of  all  the  elements  contributing  to  agricultural  and  rural  develop- 
ment, it  would  be  hard  to  find  one  more  essential  than  adequate  credit 
plus  management  assistance.  Witness  the  following  illustration  from 
the  files  of  the  Farmers  Home  Administration. 

Early  in  1962  seven  tenant  families  on  a  5,500-acre  estate  near  Abilene,  Tex., 
received  news  that  trustees  of  the  estate  had  decided  to  sell  most  of  it.  Without 
enough  savings  of  their  own  to  buy  the  part  of  the  estate  they  were  farming, 
the  seven  families  faced  a  difficult  choice :  Make  hard-to-find  tenant  arrangements 
somewhere  else  or  get  out  of  farming  entirely.  Some  who  had  been  farming 
land  on  the  estate  for  10  years  or  more  faced  the  loss  of  farms,  homes,  and 
livelihood. 

One  of  the  seven  families  had  farmed  on  the  estate  for  17  years.  This  family 
always  had  lived  in  the  same  tenant  house,  and  four  children  had  been  raised 
on  the  place.  They  had  some  savings,  but  far  from  enough  to  buy  sufficient  land 
for  a  farm  that  would  produce  a  decent  income.  Though  tenant  farmers  are 
not  noted  for  large  earnings,  they  had  given  their  four  children  good  educations, 
sending  the  three  who  were  boys  through  college. 

As  this  tenant  put  it,  the  prospect  of  starting  over  in  his  mid-50's  as  a  tenant 
on  somebody  else's  farm  was  not  attractive.  "We  just  didn't  know  where  to 
turn,"  he  said. 
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The  other  six  families  were  in  much  the  same  financial  situation.  One  tenant, 
who  was  manager  of  farming  operations  on  the  estate  as  well  as  a  tenant,  had 
married  a  few  years  earlier.  He  and  his  wife  were  just  getting  started,  with 
all  the  obligations  of  a  growing  family.  Farming  and  ranching  were  in  his 
blood.  His  family  for  several  generations  back  had  been  managers  of  the  same 
land.    He,  too,  didn't  know  where  to  turn. 

Another,  one  of  the  best  farmers  in  the  entire  area,  faced  the  prospect  of 
moving  with  a  wife  and  10  children  to  another  tenant  farm,  if  one  could  be  found. 

The  owners  of  the  estate,  well  aware  of  what  the  sale  meant  to  these  families, 
were  earnestly  seeking  some  means  of  helping  the  tenants  buy  the  land.  They 
turned  to  the  banks.  But  the  total  purchase  price — some  $450,000 — and  the 
small  savings  and  lack  of  collateral  of  the  tenants  simply  ruled  out  bank 
financing. 

A  local  banker  suggested  that  the  Farmers  Home  Administration's  insured 
loan  program  might  enable  the  estate  to  work  out  a  way  of  financing  individual 
farms  on  the  estate.  FHA  would  also  help  the  tenants  reorganize  their  resources 
and  assist  them  in  preparing  and  carrying  out  a  long-term  farm  and  home  plan. 

After  weeks  of  patient  negotiation  and  discussion,  insured  loans  were  arranged 
for  the  seven  tenant  families.  In  effect,  the  estate  sold  land  and  buildings  to 
the  tenants,  taking  back  notes  on  the  individual  farms.  FHA's  insured  farm 
ownership  loan  program  guaranteed  payment  of  principal  and  interest. 

All  these  families  have  big  plans  for  the  future.  The  17-year  tenant,  for 
example,  has  already  started  rehabilitating  his  land  and  buildings.  He  plans 
to  improve  pastures,  clear  noxious  weeds  and  brush  from  the  place,  and  build  a 
seeded  waterway  that  will  drain  his  fields  properly.  Major  improvements  on 
the  home  have  also  been  launched — modernizing  the  kitchen,  dining  and  living 
areas,  refinishing  other  rooms  and  painting  the  outside. 

It  makes  a  difference,  they  say,  when  you're  working  your  own  place. 

What  if  there  had  been  no  Farmers  Home  Administration  program  ? 

Eventually,  owners  of  the  estate  would  have  sold  their  land  on  the 
open  market,  probably  to  a  land  development  corporation  or  firm 
interested  in  oil  exploration.  The  land  might  have  been  farmed  for 
a  while  under  a  manager,  using  mainly  hired  labor  and  tractor  drivers 
on  a  part-time  basis. 

The  loss  of  these  seven  tenant  families  would  have  been  another 
blow  to  a  community  that  in  the  previous  10  years  had  lost  20  percent 
of  its  population.  Churches,  business  and  professional  men,  local 
agencies  and  institutions — all  would  have  suffered. 

Although  not  all  the  loans  made  and  insured  by  Farmers  Home 
Administration  have  such  dramatic  results,  this  agency  has  established 
a  remarkable  and  inspiring  record  of  service  to  hundreds  of  thousands 
of  farm  families  most  in  need  of  supervised  credit.  Now  that  FHA 
has  been  entrusted  with  new  and  larger  responsibilities,  especially  in 
rural  development,  its  accomplishments  are  growing  accordingly. 

FHA  Revitalized 

Since  February  1961,  Farmers  Home  Administration  programs  have 
been  revitalized  and  given  new  impetus  and  direction.  Immediately 
upon  taking  office,  we  revised  the  FHA  budget  submission  then  before 
the  Congress  to  provide  46  percent  more  loan  funds  for  farmers.  This 
was  merely  a  first  step.  It  was  followed  by  a  series  of  actions  mod- 
ernizing Farmers  Home  Administration  credit  programs  and  putting 
the  agency  back  on  the  path  of  service  to  the  Nation's  family  farmers. 
The  Agricultural  and  Housing  Acts  of  1961  made  major  changes  in 
the  agency's  existing  loan  programs,  the  first  such  general  overhaul 
of  these  programs  since  1916,  when  FHA  was  established.  The  Hous- 
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ing  Act  extended  the  housing  loan  program  to  nonfarm  residents  of 
small  communities.  The  Agricultural  Act  of  1961  broadened  farm 
operating  and  ownership  loans  to  be  of  greater  service  to  family 
farmers  under  today's  farming  conditions.  It  also  made  possible  loans 
to  residents  of  small  rural  communities  for  community  water  systems. 
This  legislation  went  into  effect  late  in  1961. 

Other  important  steps  were  taken  in  1961-62  to  enable  the  Farmers 
Home  Administration  to  do  its  job  of  strengthening  family  type 
farming  through  the  unique  combination  of  credit  plus  counseling. 

The  insured  real  estate  loan  program  was  improved  to  encourage 
further  participation  of  private  lenders.  A  new  forestry  loan  pro- 
gram was  inaugurated  to  stimulate  better  land  use  and  timber  pro- 
duction on  suitable  farmlands.  Measures  were  taken  to  assure  ade- 
quate use  of  all  USDA  programs  on  farms  with  FHA  loans. 

Several  important  new  Farmers  Home  Administration  loan  pro- 
grams also  were  authorized  by  the  Senior  Citizens  Housing  Act  and 
the  Food  and  Agriculture  Act  of  1962.  The  former  established  a 
program  of  loans  for  the  construction  of  housing  for  older  persons 
and  families  living  in  rural  areas.  The  latter  authorized  the  agency 
to  extend  credit  to  farmers  for  public  recreation  facilities  on  their 
land  and  to  rural  associations  for  financing  shifts  in  land  use,  in- 
cluding development  of  recreation  activities.  A  program  of  rural 
renewal  loans  and  technical  assistance  for  areas  requiring  develop- 
ment assistance  also  was  authorized. 

In  short,  Farmers  Home  Administration  has  been  made  more  re- 
sponsive to  the  needs  of  the  farm  and  rural  community.  The  concrete 
results  of  this  policy  are  plain.  In  fiscal  1962  the  agency  loaned  farm 
and  other  rural  families  $637  million.  This,  the  largest  amount  loaned 
during  any  12-month  period  in  the  history  of  Farmers  Home  Admin- 
istration, was  61  percent  more  than  the  1961  total  of  $395.7  million 
and  106  percent  more  than  the  $308.9  million  loaned  in  1960. 

Approximately  205,000  families  were  using  Farmers  Home  Ad- 
ministration credit  during  1962,  12  percent  more  than  in  1961. 

Repayment  principal  and  interest  on  Farmers  Home  Administration 
loans  during  1962  totaled  $336  million — compared  with  repayments 
of  about  $307  million  in  each  of  the  2  previous  fiscal  years.  About 
22,000  borrowers  repaid  their  loans  in  full. 

Through  periodic  regional  meetings  with  State  staffs,  expanded 
in-service  training  and  a  more  active  agency  leadership,  FHA  ad- 
ministrative resources  have  been  geared  to  the  greatly  accelerated 
lending  program.  Although  the  agency,  as  we  have  seen,  doubled  its 
volume  of  lending  between  1960  and  1962,  the  number  of  Farmers 
Home  Administration  employees  remained  virtually  the  same.  The 
average  dollar  amount  of  loans  processed  annually  per  employee  rose 
106  percent  between  fiscal  year  1960  and  1962. 

How  Loans  Were  Used 

Of  the  $637  million  loaned  by  Farmers  Home  in  fiscal  1962,  $275,- 
360,000  went  to  74,741  farmers  to  buy  equipment,  livestock,  fertilizer, 
pesticides,  feed,  tractor  fuel,  and  other  supplies  for  farm  and  home. 

Ownership  loans  amounting  to  $183,008,000  were  made  to  11,788 
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farm  families  to  buy,  develop,  or  enlarge  their  farms.  Private  lenders 
advanced  77  percent  of  the  funds  loaned,  or  $143,008,000,  under  FHA's 
insured  loan  program. 

A  total  of  896,428,000  in  rural  housing  loans  was  provided  to  11,349 
borrowers.  The  amount  loaned  for  housing  was  37  percent  above  the 
1961  figure. 

Emergency  loans  amounting  to  $63,340,000  were  made  to  20,861 
farmers  to  assist  them  in  maintaining  normal  farming  operations  fol- 
lowing disasters,  such  as  drought,  floods,  and  storms. 

Water  development  and  soil  conservation  loans  totaling  $15,878,000 
went  to  953  individual  farmers  and  100  associations  serving  approxi- 
mately 5.400  people.  Watershed  loans  to  21  organizations  amounted 
to  $3^332,000. 

Growing  Need  for  FHA  Credit 

The  upward  trend  in  Farmers  Home  Administration  lending  re- 
flects needs  that  have  been  building  up  in  the  Xation's  rural  areas  for 
some  time. 

First,  it  is  becoming  almost  impossible  for  families  to  obtain  enough 
capital  to  go  from  tenancy  to  ownership  or  for  young  farmers  without 
large-scale  backing  to  start  farming  on  an  adequate  basis.  As  a  result, 
in  some  farming  areas  FHA  is  the  only  source  of  credit  available 
for  financing  an  adequate  farm  unit. 

Second,  the  continuing  rise  of  farm  costs  coupled  with  general  mar- 
ket instability  has  severely  reduced  the  net  incomes  of  many  estab- 
lished farmers.  These  farmers  increasingly  must  turn  to  credit  to 
finance  necessary  farm  adjustments  permitting  them  to  remain  com- 
petitive under  modern  farming  conditions.  Many  have  now  exhausted 
private  sources  of  credit. 

Finally,  there  is  a  huge  demand  for  improved  housing  and  better 
public  facilities,  such  as  water  and  sewerage  systems  in  open  country 
areas.  Industry  continues  to  move  in.  Families  who  formerly  left 
in  search  of  work  are  now  staying.  Others  are  returning.  However, 
public  and  private  financing  of  rural  area  modernization  often  lags 
far  behind  the  general  economic  growth. 

When  FHA  introduces  broadened  housing  or  water  association  loan 
programs,  as  in  late  1961,  the  response  is  immediate.  The  Housing 
Act  of  1961  authorized  FHA  to  lend  a  total  of  $430  million  for  rural 
housing  over  a  4-year  period.  Although  $96  million  of  this  amount 
was  made  available  and  obligated  in  fiscal  1962,  loan  applications 
totaling  nearly  $160  million  were  on  hand  awaiting  additional  funds 
at  the  end  of  July  1962.  The  amount  available  for  rural  housing  loans 
in  fiscal  1963  was  nearly  doubled  to  meet  this  demand. 

The  FHA  loan  program  is  administered  through  1,491  county  of- 
fices, serving  agricultural  areas  throughout  the  United  States,  Puerto 
Rico,  and  the  Virgin  Islands.  Credit  provided  by  the  agency  supple- 
ments, but  does  not  compete  with,  the  financial  services  of  other  lend- 
ers. Committees  composed  of  three  local  farmers  determine  the  eligi- 
bility of  applicants  and  assist  the  agency's  county  supervisors  "in 
adapting  national  policies  to  local  conditions.    Each  FHA  loan  is 
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accompanied,  to  the  extent  necessary,  by  technical  assistance  in  farm 
and  money  management. 

The  primary  objective  of  all  of  Farmers  Home  Administration's  su- 
pervised credit  programs  is  to  help  farm  families  and  other  rural 
people  earn  a  better  living  and  enjoy  a  better  life.  The  agency's 
record  of  service  clearly  shows  that  it  has  enabled  many  family  farm- 
ers to  pull  themselves  up  by  their  boot  straps,  recover  from  economic 
reverses,  successfully  fight  the  relentless  battle  of  the  price-cost 
squeeze,  adopt  modern  farming  practices,  and  become  owners  of  places 
of  their  own.  A  large  part  of  the  funds  advanced  by  FHA  and  its 
predecessors  since  1935  already  have  been  returned  to  the  Treasury. 
Interest  collections  far  exceed  the  amounts  that  have  been  written  off. 
In  currently  active  programs,  writeoffs  amount  to  less  than  1  percent 
of  the  principal  loaned. 

Through  the  supervised  credit  programs  of  Farmers  Home  Admin- 
istration, many  thousands  of  farmers  are  enabled  to  earn  a  decent  in- 
come and  to  properly  feed,  clothe,  and  house  their  families  and  edu- 
cate their  children. 

The  welfare  of  the  families  they  serve  is  the  core  of  FHA  programs 
and  the  secret  of  their  success. 

Electrification 

The  influence  of  the  Rural  Electrification  Administration  program 
is  continuing  to  increase  year  by  year  as  the  development  of  Rural 
America  becomes  more  dependent  upon  power  and  communications 
service  equal  to  that  available  in  urban  areas.  Almost  1700  local  con- 
sumer-owned associations  and  commercial  companies  participated  in 
the  program  last  year  and  substantial  progress  was  made  toward  wip- 
ing out  inequalities  in  the  availability,  rates,  and  standards  of  electric 
and  telephone  service  in  rural  areas. 

5  Million  Consumers  on  REA-Financed  Lines 

Several  events  during  the  fiscal  year  highlighted  the  progress  ac- 
complished through  REA. 

In  the  REA  electric  program,  where  borrowers  can  reach  out  into  thinner  areas 
toward  total  service  to  all  potential  patrons  as  their  own  economic  position  im- 
proves, this  was  the  year  when  the  five-millionth  consumer  was  connected  to 
central  station  service.  He  was  a  New  Mexico  cattle  rancher,  John  McGuffin. 
living  with  his  wife  and  her  87-year  old  mother  about  30  miles  northwest  of 
Tatum.  For  21  years  they  have  been  waiting  for  such  20th  century  conveniences 
as  electric  lights,  an  electric  iron,  electric  refrigeration,  a  washing  machine,  a 
television  set  and  telephone  service.  The  McGuffins  have  them  now  through  the 
REA  program. 

The  Lea  County  Electric  Cooperative,  a  member-owned  and  locally  controlled 
rural  electric  system,  used  an  REA  loan  to  extend  its  lines  3Mj  miles  to  the 
McGuffin  ranch.  On  July  2,  1962,  service  was  provided,  and  the  Secretary  of 
Agriculture  offered  personal  congratulations  over  a  new  telephone  line,  also 
built  with  REA  financing,  by  the  Leaco  Rural  Telephone  Cooperative. 

Much  remains  to  be  done. 

The  handicaps  faced  by  REA  borrowers  in  reducing  power  costs  in 
thinly  populated  rural  areas  are  formidable.  Compared  to  the  Na- 
tion's urban-based  power  suppliers,  borrowers  average  one-tenth  as 
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many  patrons  per  mile  of  line.  Average  revenue  per  consumer  is 
substantially  less.  Kevenue  per  mile  of  line  for  REA  borrowers  in 
1960,  for  instance,  was  $461.  Compare  this  with  $6,580  per  mile  for 
Class  A  and  B  utilities.  In  addition,  the  rural  systems  lack  diversity 
among  types  of  consumers.  They  have  lower  load  factors,  wholesale 
power  costs  often  are  higher,  and  borrowers  usually  are  too  small  indi- 
vidually to  build  the  larger  size  generating  and  transmission  facilities 
from  which  lowest  cost  power  can  be  produced. 

In  light  of  these  handicaps,  the  REA  program  provides  a  means 
through  which  borrowers  can  work  toward  equalizing  their  position 
and  enabling  electric  service  to  contribute  most  effectively  toward  the 
development  of  their  areas.  Low-cost,  long-term  REA  financing,  non- 
profit operation,  building  their  own  power-producing  facilities  if  nec- 
essary, territorial  integrity,  local  economic  development  promotion, 
and  REA  technical  assistance  to  keep  abreast  of  the  improving  tech- 
nology of  the  industry  are  elements  being  successfully  employed  to- 
ward improving  the  effectiveness  and  permanence  of  these  rural 
systems. 

Through  REA  financing,  progress  toward  these  long-range  goals  is 
made  practical.  Even  at  the  2  percent  interest  rate  charged  on  REA 
loans,  payment  for  interest  constitutes  a  heavy  assessment  on  the  reve- 
nues of  borrowers.  In  1960,  for  example,  interest  on  long-term  debt 
absorbed  7.7  percent  of  their  total  operating  revenue.  In  contrast,  in- 
terest on  long-term  debt  took  only  6.1  percent  of  total  operating  reve- 
nues of  the  Class  A  and  B  Utilities. 

Electric  borrowers  actively  are  working  toward  recognition  of  their 
continuing  right  to  serve  the  areas  they  develop  and  to  ward  off  en- 
croachment upon  these  territories  by  other  suppliers  seeking  to  take 
away  the  choicest  power  loads.  Improved  service  and  borrower 
stability  can  be  achieved  only  to  the  extent  that  the  fruits  of  progress 
can  be  retained  and  shared  by  all  patrons.  REA  must  resist  restric- 
tive wholesale  power  contracts,  and  legislation  or  rulings  which  could 
reduce  or  destroy  the  integrity  of  service  areas  and  limit  the  effective- 
ness of  the  rural  electrification  program  locally. 

Where  borrowers,  individually  or  by  joining  with  other  suppliers, 
can  advantageously  produce  their  own  power  supply,  REA  financing 
is  made  available  to  build  generating  and  transmission  facilities.  This 
has  the  effect  of  directly  benefiting  patrons  of  such  borrowers,  and 
also  of  improving  the  market  in  which  other  borrowers  negotiate 
power  contracts. 

$1  Billion  Repaid 

Fiscal  1962  was  also  the  year  in  which  REA  borrowers  repaid  their 
one  billionth  dollar  on  loans  for  rural  electrification  over  the  past  26 

years. 

On  October  9,  1961,  Joel  Clark,  president  of  Allamakee-Clayton  Electric  Co- 
operative, Postville,  Iowa,  turned  over  to  REA  Administrator  Norman  M.  Clapp 
a  check  for  $43,272,  representing  this  consumer-owned  cooperative's  regular  pay- 
ment on  scheduled  loan  principal  and  interest.  It  pushed  total  repayments  of 
principal  over  the  $1  billion  mark  on  electrification  loans.  These  loans,  made 
to  1,094  rural  service  organizations,  including  991  cooperatives,  totaled  about 
$4.0  billion  on  June  30, 1962. 
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During  the  1962  fiscal  year,  payments  of  interest  by  borrowers  of 
REA  electric  funds  passed  half  a  billion  dollars.  The  credit  record 
of  the  rural  electric  systems  is  well-nigh  perfect.  As  of  June  30,  1962, 
only  two  electrification  borrowers  were  behind  schedule  in  their  pay- 
ments, the  total  deficiency  being  $93,836. 

The  average  net  worth  of  electric  borrowers  as  of  June  30,  1962, 
equalled  21.2  percent  of  their  total  assets. 

The  newer  telephone  program,  with  $909  million  in  REA  loans 
to  790  independent  telephone  companies  and  cooperatives,  compiled  a 
credit  record  almost  as  satisfactory.  At  the  end  of  the  fiscal  year, 
four  borrowers  were  behind  schedule  in  payments  of  principal  and 
interest  amounting  to  $223,080.  By  the  close  of  the  fiscal  year,  tele- 
phone loan  repayments,  including  interest,  exceeded  $81  million. 

The  Electric  Program  Moves  Forward 

This  was  the  year  in  which  REA  made  the  highest  percentage  of 
generation  and  transmission  loans  in  the  history  of  the  program. 
Total  electric  loans  during  fiscal  1962  amounted  to  $261.4  million,  with 
59.4  percent  of  the  total  representing  additional  facilities  for  supply- 
ing more  dependable,  low-cost  power  to  meet  increasing  demands  of 
rural  consumers  on  the  lines  of  REA-financed  distribution  systems. 

The  1962  loans  authorizing  additional  generating  capacity  of  644,- 
000  kilowatts,  brought  to  3.5  million  kw.  the  total  energy  production 
capacity  provided  through  REA  financing.  The  installed  capacity 
of  systems  built  with  REA  loans  is  about  1  percent  of  the  electric 
industry's  total. 

The  additional  capacity  planned  for  in  the  generating  and  trans- 
mission loans  will  be  more  than  absorbed  by  increased  demand  for 
power  in  the  rural  areas  served  by  REA  borrowers.  Average  monthly 
consumption  per  consumer  on  the  lines  of  REA  borrowers  climbed 
to  489  kilowatt-hours  during  calendar  1961,  up  4.7  percent  over  the 
previous  year. 

Loans  made  during  the  year  to  distribution-type  borrowers  will 
bring  service  to  87,500  new  rural  consumers.  Two  new  distribution 
systems  were  added  to  the  list  of  REA  borrowers — the  Navajo  Tribal 
Council,  at  Window  Rock,  Ariz.,  and  the  Amargosa  Valley  Coopera- 
tive, Lathrop  Wells,  Nev.  These,  together  with  three  new  power-type 
cooperatives,  bring  to  993  to  number  of  active  electric  borrowers  in 
46  States  and  Puerto  Rico.  The  three  generating  and  transmission 
borrowers  added  during  the  year  were :  Arizona  Electric  Power  Co- 
operative, Benson,  Ariz.,  which  received  a  loan  of  $19,840,000 ;  Asso- 
ciated Electric  Cooperative,  Springfield,  Mo.,  $250,000;  and  Basin 
Electric  Power  Cooperative,  Bismarck,  K  Dak.,  $36,600,000. 

Progress  in  the  Telephone  Program 

Telephone  loans  during  the  fiscal  year  amounted  to  $92.2  million 
with  43  new  borrowers  bringing  the  total  of  borrowers  to  790.  Of 
these,  576  are  commercial  companies  and  214  are  subscribed-owned 
cooperatives. 
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Including  the  154,000  subscribers  provided  for  in  this  years  loans, 
the  telephone  program  will  reach  1,750,000  subscribers  in  46  States 
and  the  Virgin  Islands. 

REA?s  program  of  technical  development  in  cooperation  with  its 
borrowers  and  with  manufacturers  and  suppliers  in  the  telephone  in- 
dustry continued  during  the  year.  Advances  in  materials,  equipment, 
and  system  design  are  in  many  cases  specially  suited  to  rural  condi- 
tions and  therefore  help  keep  down  costs  and  improve  service  for  farm 
families  and  other  rural  subscribers.  This  is  part  of  REA's  assistance 
to  borrowers  in  support  of  the  security  of  the  Government  loans. 

To  encourage  independent  local  ownership  in  the  rural  telephone 
program  REA  tightened  its  equity  requirements  for  telephone  loans. 
Xew  specifications  issued  during  the  year  require  more  equity  capital 
investment  for  loans  where  ownership  is  not  locally  held. 

Along  with  financing,  REA  continues  to  offer  its  telephone  and  elec- 
tric borrowers  a  variety  of  technical  aid  and  consultation  in  engineer- 
ing, accounting,  power-use  promotion,  and  management  improvement. 
During  the  year,  REA  established  criteria  for  the  use  of  general  funds 
and  the  amount  of  reserve  funds  recommended  to  borrowers  for 
prudent  operation,  together  with  suggestions  for  the  investment  of 
reserve  funds. 

Rural  Development  Activities 

A  continuing  program  which  REA  maintained  during  the  year 
is  the  encouragement  and  counseling  of  borrowers  in  rural  area  de- 
velopment activities  designed  to  provide  additional  employment  op- 
portunities and  increase  community  and  individual  incomes.  REA 
borrowers  are  actively  engaged  in  the  development  of  the  economic 
potential  within  their  service  areas.  REA  surveyed  its  borrowers 
in  late  1962  and  returns  from  35  percent  of  them  showed  that  these 
systems  alone  had  assisted  on  402  industrial  and  commercial  projects 
which  got  into  construction  after  July  1,  1961.  These  reported  proj- 
ects alone  will  create  directly  approximately  30,000  new  jobs  and,  in- 
directly, another  22,000.  Also,  under  Section  5  of  the  Rural  Electrifi- 
cation Act,  the  Agency  is  authorized  to  make  loans  to  rural  electric 
borrowers  which  can  be  reloaned  to  finance  electrical  installations. 

It  is  significant  that  while  Section  5  funds  and  other  sources  of 
government  credit  are  important  in  encouraging  the  organization  of 
projects,  the  REA  survey  shows  that  as  individual  projects  develop 
they  attract  private  and  other  non-Federal  investment  sufficient  to 
meet  most  of  the  capital  needed.  Less  than  1  percent  of  total  capital 
was  provided  through  Section  5  loans,  and  private  or  non-Federal  fi- 
nancing accounted  for  over  90  percent  of  capital  required.  The  survey 
demonstrates  the  "seed  money"  role  which  REA  Section  5  funds  and 
Federal  financing  can  play  in  stimulating  local  investment.  As  these 
borrowers  develop,  they  will  be  making  an  increasing  contribution  to 
the  overall  development  of  rural  America. 
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RESEARCH  FOR  BETTER  LIVING 
Agricultural  Research 


The  work  of  the  Agricultural  Research  Service  continues  to  con- 
tribute new  knowledge  to  enrich  human  life.  Clearly  defined  trends 
are  emerging  out  of  the  continuing  shifts  in  research  emphasis  that 
have  been  necessary  to  meet  changing  needs  and  ideas. 

More  effort  is  going  into  research  that  directly  benefits  consumers.  New 
products  and  new  outlets  for  farm  products  are  being  developed  at  a  rapid  pace. 
Studies  also  emphasize  the  need  for  increased  efficiency  in  farming  operations. 
More  work  is  going  into  the  development  of  safer  and  more  efficient  methods  of 
controlling  our  crop,  forest,  and  livestock  pests.  There  is  a  strong  trend  toward 
more  basic  research  and  greater  consolidation  of  research  effort  and  facilities. 
There  is  also  a  growing  awareness  of  our  international  responsibilities  in 
sharing  research  knowledge  with  other  nations  and  helping  them  build  an  effec- 
tive research  program  for  a  strong  agriculture. 

New  Horizons  in  Utilization  Research 

Both  consumers  and  farmers  benefit  from  utilization  research,  which 
develops  new  uses  and  markets  for  our  agricultural  products. 

Precooked,  dehydrated  sweetpotato  flakes — one  of  the  latest  in  a 
long  list  of  convenience  products  developed  by  ARS  scientists — were 
produced  commercially  for  the  first  time  this  past  year.  The  flakes 
can  be  reconstituted  in  60  seconds  and  they  have  the  color  and  taste  of 
freshly  cooked  mashed  sweetpotatoes. 

New  high-stretch  cotton  fabrics  are  opening  up  markets  for  cotton. 
Utilization  scientists  have  developed  three  methods  for  producing  all- 
cotton  knitted  and  woven  fabrics  with  high  recoverable  stretch,  dura- 
bility, and  warmth.  Potential  benefits  are  as  great  as  from  the 
original  development  of  wash- wear  fabric. 

USDA-industry  cooperation  on  breeding  and  processing  has  been 
the  key  factor  in  commercial  production  of  high-amylose  corn  starches, 
tailormade  for  a  variety  of  industrial  uses.  The  starch  is  now  used 
mostly  as  a  size  in  the  manufacture  of  glass-fiber  products,  but  further 
opportunities  lie  in  such  industrial  applications  as  textile  size,  films, 
fibers,  and  pulp  and  paper  additives. 

The  number  of  manufacturers  evaluating  our  new  "Wurlanize" 
process  of  making  wool  fabrics  resistant  to  shrinking  and  wrinkling 
continues  to  grow.  Large-scale  commercial  production  will  begin  in 
1963.  Potential  applications  cover  a  broad  range  of  different  kinds 
of  woolen  and  worsted  fabrics. 

Maintenance  of  meat  quality  during  frozen  storage  is  a  major 
problem  to  the  meat  industry.  Recent  research  shows  that  enzyme 
action  largely  causes  fat  decomposition,  which  in  turn  causes  most  of 
the  deterioration.  This  discovery  explains  why  meat  can  spoil  even 
when  actual  bacterial  growth  is  inhibited.  The  enzymes  originate 
from  bacteria  that  may  multiply  because  of  poor  initial  sanitation  or 
rise  in  temperature.  Improved  initial  sanitation  and  continuous  low 
temperature  during  storage  can  largely  eliminate  this  source  of 
deterioration. 
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Protecting  Agriculture  in  the  Atomic  Age 

We  have  stepped  up  our  efforts  to  prepare  agriculture  for  a  possible 
emergency  by  developing  ways  of  dealing  with  fallout  after  nuclear 
attack,  and  providing  information  of  value  to  farmers,  consumers,  and 
food  processors. 

ARS  has  found  some  ways  of  removing  fallout  from  heavily  con- 
taminated soil  so  crops  can  be  grown.  Radiological  monitors  and 
instructors  have  been  trained  to  detect  fallout.  Farm  families  have 
been  advised  on  how  to  protect  themselves  with  their  food  and  livestock 
from  radioactive  contamination,  and  what  supplies  to  stockpile  in 
shelters.    Some  foods  have  been  developed  for  such  stockpiles. 

Intensive  cooperative  research  has  produced  a  method  for  removing 
strontium  90  from  milk  at  dairy  plants,  should  it  ever  be  necessary  to 
do  so.  Although  the  method  is  still  expensive,  continued  research 
should  bring  costs  down.  Our  efforts  in  protecting  consumers  from 
the  possible  hazards  of  fallout  contamination  of  food  would  be  of  vital 
importance  in  an  emergency. 

Human  Nutrition  Advances 

In  our  work  on  human  nutrition,  we  are  building  up  knowledge  of 
specific  human  needs  for  food  at  all  ages.  Such  knowledge  is  basic  to 
the  wise  use  of  agricultural  products  as  well  as  to  preservation  and 
further  development  of  the  health  and  vigor  of  our  people. 

The  following  paragraphs  indicate  a  few  of  the  significant  advances 
being  made : 

A  comprehensive  analytical  summary  of  data  on  magnesium  in 
human  nutrition  was  published  during  the  year.  It  will  be  used  to 
guide  further  work  by  scientists.  This  mineral — vital  to  human 
health  and  well-being — is  now  in  the  spotlight  because  of  its  possible 
relationship  to  fat  metabolism  in  man. 

The  niacin  metabolism  of  preadolescent  girls  on  varying  levels  of 
protein  intake  was  found  to  differ  from  that  of  adults.  Of  special 
interest  was  the  finding  that  large  amounts  of  gelatin  taken  to  boost 
dietary  protein  interfered  with  protein  storage  for  growth  and  in- 
creased the  requirements  for  niacin. 

Knowledge  that  bears  upon  problems  of  nutrition  in  relation  to 
aging  is  coming  out  of  studies  with  test  animals.  There  is  some  indi- 
cation that  genetic  differences  affect  the  ability  to  utilize  food  and  to 
withstand  the  stresses  of  nutrient  imbalances.  Studies  also  show 
that  excessive  food  consumption  and  overweight  beginning  early  in 
life  take  a  toll  in  length  of  life. 

Such  information  helps  fill  in  the  great  gaps  in  our  knowledge  of 
nutrition.  As  we  gradually  learn  more  about  food  and  its  relation- 
al iip  to  health,  we  can  look  ahead  to  the  time  when  diets  can  be  scien- 
tifically planned  to  prolong  useful  and  satisfying  life. 

Consumer-use  Qualities  of  Meat  Studied 

Tenderness,  flavor,  and  juiciness  of  fresh  pork  and  lamb  roasts, 
contrary  to  general  belief,  are  not  related  to  the  amount  of  fat  they 
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contain.  According  to  studies  completed  during  the  year,  neither  the 
amount  of  fat  around  the  lean  nor  the  fat  marbling  was  associated 
with  eating  quality  in  most  of  the  cuts  tested. 

Entomology  Research  Growing  in  Importance 

Eesearch  is  constantly  looking  for  new  ways  to  control  insects. 
While  still  continuing  work  on  conventional  chemical  insecticides,  we 
have  steadily  shifted  emphasis  through  the  years  to  the  point  where 
now,  about  two-thirds  of  our  research  is  devoted  to  the  development 
of  other  methods  of  control.  The  use  of  attractants,  for  example, 
offers  growing  possibilities  as  a  means  of  achieving  control  over  spe- 
cific pests. 

Increased  attention  is  being  given  to  research  on  the  sterility  method 
of  insect  control  through  atomic  radiation,  as  well  as  through  new 
types  of  chemicals.  Over  50  compounds  have  already  been  found  that 
are  active  sterilants  for  male  or  female  insects,  or  both.  A  definite 
relationship  seems  to  exist  between  insect-sterilizing  properties  and 
anti-tumor  activity. 

We  are  working  also  on  various  biological  control  techniques — such 
as  the  use  of  pathogens,  parasites,  and  predators.  And  we  are  still 
studying  the  development  of  crops  resistant  to  various  insects. 

A  powerful  feeding  stimulant  for  boll  weevils  has  been  found  in  a 
water  extract  of  the  cotton  plant.  So  powerful  is  this  stimulant  that 
weevils  ate  bean  seedlings,  green  beans,  and  even  cork  stoppers  that 
had  been  treated  with  the  water  extract.  Eesearch  is  underway  to 
isolate,  identify,  and  possibly  make  the  substance  synthetically.  It 
may  ultimately  be  used  in  the  development  of  baits  that  are  specific  for 
the  boll  weevils,  the  most  destructive  pests  of  cotton  in  the  country. 

Plant  Science  Moves  Ahead 

Advances  in  research  on  plants  lead  us  closer  to  the  day  when  we 
may  be  able  to  control  their  growth. 

An  important  new  development  is  the  purification  of  phytochrome. 
A  blue  protein  that  occurs  in  very  low  concentrations  in  plants,  phyto- 
chrome regulates  flowering,  seed  germination,  and  other  phenomena 
of  growth  and  development.  Phytochrome  is  thought  to  be  the  key 
to  photoperiodism  and,  as  such,  is  important  to  the  future  development 
of  agriculture. 

Plant  breeders  have  found  that  a  naturally  occurring  growth  in- 
hibitor is  responsible  for  low  germination  and  poor  seedling  growth 
in  several  forage  legumes.  Positive  chemical  identification  is  now 
being  made.  Scientists  will  then  be  able  to  breed  out  the  undesirable 
chemical. 

A  new  family  of  protective  fungicides  has  been  found  to  be  highly 
effective  in  protecting  lima  beans  against  downy  mildew,  and  may 
be  of  value  in  other  crops.  Since  only  minute  amounts  are  needed  for 
control,  this  chemical  and  its  derivatives  are  of  special  interest. 
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New  Varieties  Developed 

Continuing  State-Federal  plant  breeding  research  yielded  many  su- 
perior lines  and  varieties  that  will  add  to  the  value  of  our  commercial 
crop  production.  Among  these  are : 

U-1421,  a  safflower  line  that  provides  breeders  of  this  oilseed  crop  with  a  source 
of  resistance  to  rust  and  root  rot. 

Albemarle,  Pamlico,  Chowan,  Roanoke,  and  Magnolia,  five  superior  muscadine 
grapes,  especially  adapted  to  the  Southeast. 

Williams,  a  blackberry  that  produces  outstanding  yields  in  the  South  because 
the  plants  resist  cane  and  leaf  diseases. 

Marine-62  and  Windom,  two  productive  flax  varieties  with  good  disease 
resistance. 

Alamo-X,  an  improved  disease-resistant  oat  strain  produced  through 
irradiation. 

Sierra,  a  rust-resistant  oat  developed  for  California. 

Nugget  and  Hickory,  two  hybrid  onions  with  superior  qualities  for  packaging, 
especially  adapted  to  Wisconsin. 

Frontier,  an  early-maturing  annual  crimson  clover  for  winter  grazing,  suitable 
for  the  South  and  the  West  Coast. 

Chinook  and  Rainier,  two  winter-hardy,  high-quality,  sweet  cherries  for  the 
Northwest. 

Alaska  B-l,  a  bromegrass  developed  in  Alaska,  with  great  winter  hardiness. 
Berkeley,  Earliblue,  and  Ivanhoe,  blueberries  highly  resistant  to  powdery 
mildew. 

Studies  of  new  crop  germ  plasm  from  throughout  the  world  yielded 
many  outstanding  vegetable  varieties,  including  cucumbers,  lettuce, 
sweet  pot  a  toes,  tomatoes,  and  peas. 

One  of  the  most  promising  of  the  new  crops  under  evaluation  is 
Cra/nibe  dbyssinica,  an  oilseed  that  produces  a  commercially  valuable 

oil. 

Advances  in  Soil  and  Water  Research 

Research  is  gradually  showing  us  ways  to  conserve  soil  and  water 
resources  so  that  we  can  meet  the  increasingly  heavy  demands  of  a 
fast-growing  population. 

Low-cost  treatments  have  been  developed  for  stabilizing  and  water- 
proofing soil  surfaces.  This  means  increased  precipitation  runoff  for 
stock  water  and  farmstead  supplies — of  particular  importance  to 
ranchers  on  many  rangeland  areas.  And  it  promises  a  dependable 
and  economic  source  of  livestock  water  that  can  be  strategically  located 
for  efficient  use  and  maintenance  of  grazing  lands. 

Rapid  progress  is  being  made  in  preparing  a  "tillage  guide"  for 
corn  for  the  major  soil  types  in  the  western  Corn  Belt.  By  providing 
a  means  of  evaluating  soil  characteristics  and  the  changes  made  by 
Milage  operations,  the  guide  should  help  technicians  set  up  proper 
tillage  methods  for  various  cropping  systems  and  soils. 

An  instrument  that  measures  the  density  of  silt  in  reservoirs  by 
means  of  gamma  irradiation  is  making  a  significant  contribution  to 
our  nationwide  watershed  protection  activities.  The  instrument  is 
giving  us  a  new  insight  into  the  processes  of  reservoir  silting.  And 
it  will  help  us  make  a  precise  and  rapid  forecast  of  potent  ial  sediment 
yields  from  watershed  areas. 
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Scientists  have  developed  a  method  to  determine  the  short-term 
evapo-transpiration  rates  from  solar  radiation.  This  can  help  to  im- 
prove the  efficiency  of  irrigation  water  use,  and  is  important  to  humid 
as  well  as  irrigated  areas. 

Animal  Science  Shows  Progress 

ARS  scientists  at  the  USDA  Regional  Poultry  Research  Labora- 
tory, East  Lansing,  Mich.,  published  a  book  of  major  importance  to 
poultrymen,  veterinarians,  and  research  workers  throughout  the  world. 
The  Atlas  of  A  vian  Hematology,  which  is  essentially  a  dictionary  that 
will  aid  in  the  study  and  diagnosis  of  abnormal  blood  cell  conditions 
in  chickens,  especially  the  cancer-like  disease  known  as  avian  leukosis, 
has  received  worldwide  acclaim. 

A  major  step  forward  was  taken  with  the  completion  of  tests  show- 
ing specific  calcium  and  phosphorus  requirements  of  broilers  at  differ- 
ent stages  of  growth.  These  requirements  have  long  been  in  doubt. 

A  recent  discovery  may  make  it  possible  to  replace  true  protein  in 
cattle  rations  with  certain  ammonia-producing  compounds  and  longer 
chain  volatile  fatty  acids.  Scientists  found  that  the  ammonia-produc- 
ing compounds  and  fatty  acids  stimulate  the  growth  of  cattle  and  other 
ruminants.  Formerly  it  was  believed  that  the  amino  acids  in  protein 
caused  this  growth  stimulation. 

Research  on  livestock  diseases  continues  to  provide  information  that 
we  can  apply  toward  control  or  eradication.  For  example,  cleft  palate 
in  calves  has  been  found  to  be  another  sympton  of  the  "crooked  calf" 
deformity.  This  and  other  deformities  in  calves  and  lambs  are  asso- 
ciated with  toxic  feed  intakes  during  early  pregnancy.  Such  findings 
are  of  tremendous  scientific  interest,  not  only  to  the  livestock  industry, 
but  also  to  the  medical  profession,  because  similar  deformities  occur 
in  human  beings. 

A  new  and  more  specific  diagnostic  method  for  detecting  foot-and- 
mouth  disease  antibodies  in  swine  serums  is  an  important  finding. 
Any  method  that  helps  to  improve  diagnosis  of  the  disease  in  swine 
will  be  an  added  safeguard  to  our  livestock  industry. 

Engineering  Studies  Aid  Efficiency 

Recent  progress  in  agricultural  engineering  research  points  the  way 
to  further  gains  in  efficiency. 

An  improved  self-propelled  sugarcane  harvester  that  can  be  used 
for  upright  cane  eliminates  some  of  the  sugar  loss  caused  by  delays 
in  conventional  field  harvesting. 

A  simple,  inexpensive  feed  injector  for  medium-pressure  feed- 
conveying  systems  cuts  down  on  time  and  labor. 

Certain  sheet  materials  were  successfully  used  without  rafters  to 
span  large  roof  areas.  Scientists  took  advantage  of  the  shear  strength 
of  these  materials  when  they  were  used  in  a  shape  approximating  a 
hyperbolic  paraboloid.  This  opens  the  way  for  economies  in  building- 
costs. 
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Pioneering  Research  Builds  Knowledge 

The  formation  in  1962  of  the  Pioneering  Research  Laboratory  on 
the  Physics  of  Fine  Particles  brings  to  19  the  number  of  laboratories 
in  USDA  devoted  to  basic  explorations  in  science.  The  laboratories 
cover  a  wide  range  of  studies— from  insect  pathology  and  physiology 
to  blood  antigens  and  mineral  nutrition  of  plants.  Their  concern  is 
what  is  commonly  termed  basic  or  fundamental  research.  Such  re- 
search that  probes  the  unknown  holds  out  great  promise  for  agricul- 
ture. It  is  the  foundation  upon  which  specific  or  "applied"  research 
achievements  ultimately  rest,  for  success  in  solving  current  problems 
depends  on  continuing  the  expansion  of  knowledge  through  basic 
scientific  study. 

Special  Foreign  Currency  Program  Developed 

Under  this  program,  we  support  research  abroad — in  Europe,  South 
America,  and  the  Near  and  Far  East — utilizing  foreign  currencies  de- 
rived mainly  from  the  sale  of  surplus  agricultural  commodities  under 
Public  Law  480.  Thus  we  are  able  to  tap  and  use  the  agricultural 
knowledge,  experience,  and  resources  of  foreign  countries  and  some  of 
the  world's  foremost  scientists.  The  research  is  mostly  basic  and  the 
findings  should  be  of  mutual  benefit  to  the  participating  countries  and 
to  our  own  country.  This  work  can  help  us  obtain  more  effective 
insect-control  measures,  speed  genetic  improvement  in  livestock,  im- 
prove our  forests,  contribute  useful  plant-breeding  materials,  and  in 
general  build  markets  for  our  products. 

Research  Facilities  Grow 

Several  laboratories,  recently  or  soon  to  be  opened,  will  add  sub- 
stantially to  our  overall  research  strength. 

Facilities  for  research  on  tobacco  have  just  been  completed  at  Lexington,  Ky. 
Additional  facilities  have  been  completed  at  Bushland,  Tex.,  for  research  on  con- 
servation farming  and  ranching  on  various  soils  of  the  Southwest. 

A  new  wing  to  the  U.S.  Plant,  Soil,  and  Nutrition  Laboratory  at  Ithaca.  X.Y.. 
and  a  new  laboratory  building  at  the  National  Tillage  Laboratory  at  Auburn. 
Ala.,  have  been  finished. 

A  headquarters-laboratory  building  for  research  on  plant  identification  and 
breeding,  shade  tree  selection,  and  various  other  problems  is  scheduled  for  com- 
pletion early  in  1963.  at  the  National  Arboretum  in  Washington,  D.C.  A  poultry- 
disease  laboratory  in  Athens.  Ga..  is  also  being  constructed  and  should  be  ready 
by  early  spring.  1963.  An  entomology  laboratory  in  Gainesville,  Fla.,  is  due  to  be 
ready  by  mid-1963. 

Construction  has  begun  on  two  new  soil  and  water  conservation  labo- 
ratories at  Pullman.  Wash.,  and  Twin  Falls.  Ida.  A  metabolism  and 
radiation  laboratory  is  scheduled  for  construction  at  Fargo,  X.Dak., 
and  one  on  poultry  management  and  diseases  at  State  College,  Miss. 
Two  other  laboratories  have  been  authorized — one  at  Columbia.  Mo., 
for  research  on  biological  techniques  for  insect  control,  and  the  other 
at  Florence.  S.  C,  for  research  on  soil  and  water  conservation. 
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Pesticides  Regulation  Strengthened 

Regulations  adopted  in  1962  bring  under  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act  a  large  number  of  products  not  pre- 
viously subject  to  Federal  regulation.  This  means  that  we  now  regu- 
late products  to  control  practically  all  animal  and  plant  pests  of  man, 
his  surroundings,  and  domestic  animals — as  well  as  plant  growth  regu- 
lators, defoliants,  and  desiccants. 

Our  job  is  to  make  sure  that  all  these  products  are  safe  and  effec- 
tive when  used  as  directed.  Consequently,  we  review  the  labels  and 
supporting  data  before  the  products  can  be  registered  for  entry  into 
interstate  commerce.  During  fiscal  1962,  over  21,000  registration  ac- 
tions were  processed.  Notices  of  registration  were  issued  for  over  5,000 
new  products ;  amended  labels  were  accepted  for  over  4,600  previously 
registered  products.  ARS  investigators  collected  nearly  2,000  samples 
of  products  in  use,  nearly  a  fourth  of  which  were  in  violation  of  the 
Act. 

Controlling  Plant  Pests 

Our  plant-pest-control  operations  continue  to  suppress  diseases  and 
insect  pests  that  could  lower  or  wipe  out  crop  production  in  many 
areas. 

Prompt  action  by  State  and  Federal  workers  kept  the  Mediter- 
ranean fruit  fly  from  spreading  to  the  citrus  producing  areas  of 
Florida  during  1962.  Within  48  hours  after  a  specimen  was  trapped 
in  the  systematic  survey  program  underway  since  1956,  insecticide 
treatment  was  started  and  trapping  was  intensified.  Additional  in- 
festations discovered  in  the  greater  Miami  and  Palm  Beach  areas  were 
immediately  scheduled  for  treatment.  We  look  for  prompt 
eradication  in  such  infestations. 

Detection  surveys  for  the  gypsy  moth  were  extended  over  larger 
areas  in  1962,  and  trapping  was  intensified  in  outlying  infestations. 
Damage  from  the  pest  was  greater  in  1962  than  it  has  been  in  several 
years. 

Extensive  surveys  indicate  that  the  damaging  virus  disease  of  rice, 
hoja  hlanca,  has  been  eradicated,  only  5  years  after  it  was  first  found 
in  the  United  States.  Recent  small  outbreaks  of  the  vector  in  Louisi- 
ana were  placed  under  eradication  treatment. 

During  the  year,  nearly  43,000  properties  throughout  the  country 
were  inspected  for  the  destructive  khapra  beetle.  More  than  6  million 
cubic  feet  of  storage  space  on  15  properties  in  the  Southwest  were 
fumigated. 

Plant  and  Animal  Quarantine  Activities 

The  unprecedented  volume  of  travelers  entering  the  United  States 
in  fiscal  1962  brought  with  it  a  record  number  of  plant  pests.  Over 
33,000  pest  interceptions  were  made  at  ports  of  entry.  They  included 
many  of  the  world's  most  serious  pests  of  lawns,  ornamental  plants, 
grasslands,  forests,  and  virtually  every  important  crop  grown  in  the 
United  States. 
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Kegulatory  officials  inspected  over  137,000  airplanes,  nearly  60,000 
vessels,  and  nearly  40  million  packages.  The  resources  protected  by 
these  and  other  plant  quarantine  activities  are  valued  at  more  than  $45 
billion. 

Because  worldwide  trade  and  travel  have  also  increased  the  risk  of 
bringing  in  destructive  exotic  diseases  of  livestock,  import  regulations 
were  amended  to  provide  more  protection.  Over  a  million  animals 
were  admitted  during  fiscal  1962  and  over  65,000  were  rejected  for 
entry.  Well  over  a  billion  items  of  imported  animal  products  and 
related  materials  were  inspected. 

Animal  Diseases  Held  Down 

Recent  innovations  in  brucellosis  eradication  procedures,  especially 
market  cattle  testing,  have  added  greatly  to  the  efficiency  of  the  pro- 
gram. The  success  of  these  procedures  is  shown  by  the  fact  that  by 
the  end  of  fiscal  year  1962,  2,406  counties  in  29  States  completed  certifi- 
cation by  reducing  infection  to  a  low  level.  And  113  counties  in  13 
States  have  been  certified  free  of  brucellosis.  Certification  of  the 
entire  Nation  by  1965  is  now  the  goal. 

A  major  effort  is  underway  to  eradicate  brucellosis  in  swine.  This 
was  spurred  by  the  fact  that  since  1959,  the  majority  of  reported  cases 
of  undulant  fever  have  been  traced  to  contact  with  swine  infected 
with  brucellosis.  The  Validated  Brucellosis-Free  Swine  Herd  Plan 
was  inaugurated  throughout  the  country  in  1962. 

New  regulations  that  went  into  effect  late  in  1962  will  help  our 
current  nationwide  effort  to  eradicate  hog  cholera  from  the  United 
States.  This  program  calls  for  increasing  vaccination,  improving  the 
system  of  reporting  outbreaks,  cooking  garbage  fed  to  swine,  quaran- 
tining and  disposing  of  infected  and  exposed  herds,  disinfecting 
premises  and  vehicles,  and  regulating  movement  of  swine  to  prevent 
spread  of  the  disease. 

Eradication  of  sheep  scabies  now  looks  like  a  definite  possibility 
within  the  next  4  or  5  years,  due  to  a  full-scale  eradication  program 
begun  2  years  ago.  By  July  of  1962, 1,654  counties  had  been  declared 
free  of  the  disease — an  increase  of  254  since  the  program  began.  Over 
500  counties  have  qualified  as  sheep  scabies  eradication  areas  and  the 
number  is  growing  rapidly. 

Meat  Inspection  Benefits  Consumers  Directly 

Federal  meat  inspectors  in  1,511  plants  in  623  cities  throughout  the 
country  inspected  more  than  107  million  carcasses  during  fiscal  1962. 
This  is  83  percent  of  the  meat  animals  commercially  slaughtered  in 
the  United  States. 

Fiscal  year  1962  saw  more  accent  on  automation  in  recordkeeping, 
improved  inspection  through  more  efficient  reporting  and  review,  im- 
proved laboratory  sampling  procedures,  emphasis  on  training  em- 
ployees to  assume  greater  responsibilities,  and  better  liaison  between 
State  and  Federal  programs.  Such  improvements  in  the  long  run 
benefit  the  Nation's  consumers,  who  can  be  sure  that  the  federally 
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inspected  meat  and  meat  foods  they  buy  are  properly  labeled,  safe, 
and  wholesome. 

Agricultural  Economics 

Economic  and  statistical  information  year  by  year  becomes  more 
vital  to  agriculture.  In  1961  we  established  in  the  Department  a  Di- 
rector of  Agricultural  Economics  and  gave  him  responsibility  for  de- 
veloping and  administering  a  coordinated  agricultural  economic  and 
statistical  service.  In  the  second  year  of  operation  under  this  new 
setup  substantial  strides  were  made  in  providing  more  and  better 
economic  and  statistical  information  to  individuals  and  groups  con- 
cerned with  agriculture. 

Economic  Research  Service 

Economics  research  enables  us  to  keep  abreast  of  major  changes  in 
the  structure  and  capabilities  of  agriculture,  thus  providing  essential 
guidelines  for  the  formulation  of  agricultural  policy.  Such  research 
also  enables  agriculture  to  increase  the  efficiency  and  lower  the  cost  of 
producing  and  marketing  farm  products,  thus  broadening  markets 
and  increasing  farmer  returns. 

Major  Changes  in  Agriculture. — Following  are  some  of  the  major 
changes  revealed  by  economics  research : 

Larger  farms  are  required  for  the  efficient  use  of  the  technological 
advances  of  the  past  20  years.  Consequently,  the  total  number  of  U.S. 
farms  has  sharply  decreased,  while  the  average  size  of  farms  has 
sharply  increased. 

A  dividing  line  between  expanding  and  declining  sectors  of  Amer- 
ican agriculture  can  be  drawn  at  $10,000  worth  of  marketings.  The 
number  of  farms  marketing  over  $10,000  increased  more  than  three- 
fifths  in  the  past  decade.  Those  marketing  less  than  $10,000  declined 
by  three-fifths. 

Farms  with  sales  of  $10,000  or  more  accounted  for  72  percent  of  all 
marketings  in  1959.  Farms  with  less  than  $2,500  worth  of  sales — 
44  percent  of  all  farms  included  in  the  Census  of  Agriculture — 
accounted  for  only  5  percent  of  the  1959  marketings. 

These  changes,  however,  contrary  to  widespread  impression,  have 
not  caused  the  relative  position  of  the  family  farm  in  America  to 
decline.  If  the  family  farm  were  losing  its  historic  position  as  the 
dominant  institution  of  American  agriculture,  (a)  the  proportion  of 
man-years  of  hired  labor  to  total  farmwork  would  be  increasing,  (b) 
farms  on  which  operating  families  do  most  of  the  work  would  be  ac- 
counting for  less  of  the  total  farm  marketings,  and  (c)  such  family- 
operated  farms  would  represent  a  decreasing  proportion  of  all  farms. 
None  of  these  changes  is  occurring. 

The  economic  health  of  rural  areas  in  the  United  States  varies 
widely.  The  largest  areas  of  relatively  low  economic  opportunity 
include  much  of  the  South  and  the  Appalachian  and  Ozark  Mountain 
areas.  Smaller  areas  of  low  opportunity  are  found  in  the  northern 
Lake  States,  northern  New  Mexico,  and  some  other  areas  of  the  West. 

Economic  underemployment  of  labor  resources  is  one  of  the  funda- 
mental characteristics  of  depressed  rural  areas.    Solutions  to  this 
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problem  depend  heavily  both  on  a  high  level  of  economic  activity  in 
the  total  economy  to  increase  the  number  of  job  opportunities  and  on 
more  effective  and  imaginative  ways  of  stimulating  economic  devel- 
opment within  the  local  rural  areas. 

Agriculture's  Contributions  to  U.S.  Growth. — Throughout  the  his- 
tory of  the  United  States,  agriculture  has  made  large  and  decisive 
contributions  to  the  Nation's  economic  development.  A  report,  Agri- 
culture and  Economic  Groioth,  discusses  agriculture's  20th  century 
contributions  under  seven  headings:  (1)  Release  of  workers  to  indus- 
try; (2)  lowering  of  food  costs  relative  to  income;  (3)  increased 
purchases  of  industrial  goods;  (4)  continued  export  earnings;  (5) 
sustained  output  during  economic  depression;  (6)  the  response  to  war- 
time needs;  and  (7)  assistance  to  world  economic  development. 

The  basis  of  these  contributions  has  been  the  long-time  upward 
trend  in  total  U.S.  agricultural  output.  The  gains  have  been  particu- 
larly marked  from  the  midthirties  to  the  present,  a  period  when  out- 
put per  man-hour  used  in  agriculture  increased  by  more  than  three 
times,  much  more  rapidly  than  in  the  nonf  arm  sector. 

Situation  and  Other  Reports. — An  important  function  of  the  Eco- 
nomic Research  Service  is  the  periodic  presentation  of  "situation" 
information.  This  enables  persons  concerned  with  agriculture  to 
make  more  knowledgeable  decisions  in  their  business  operations. 

Monthly  appraisals  of  the  impacts  of  current  and  prospective  trends 
in  farm  product  prices,  supplies,  farm  income,  foreign  developments 
and  exports,  and  general  economic  conditions  of  the  food  and  fiber 
market  are  made  in  The  Demand  and  Price  Situation. 

Since  1953,  hog  production  and  prices  have  fluctuated  through  two 
fairly  regular  cycles.  A  new  bulletin  both  explains  these  cycles  and 
measures  the  relative  effect  of  such  factors  as  prices  of  feed,  beef  and 
poultry,  and  consumer  income  on  the  hog  economy.  It  reveals,  for 
example,  that  a  10-percent  increase  in  the  October-December  corn 
price  results  in  a  2-percent  decrease  in  farrowings  the  following  year; 
a  similar  increase  in  beef  prices  decreases  farrowings  by  1  percent. 
Both  assume  constant  hog  prices.  A  10-percent  increase  in  the 
October-December  hog  price  is  associated  with  a  4-percent  increase  in 
farrowings  the  following  year. 

Appraisals  of  the  food  situation  and  outlook  including  prospects  for 
food  supplies,  consumption,  and  retail  prices,  appeared  regularly  in 
the  National  Food  Situation.  Estimates  of  the  supply  and  distribu- 
tion of  the  major  foods  and  the  Index  of  Per  Capita  Food  Consump- 
tion were  prepared  periodically  during  the  year. 

A  new  and  more  restrictive  definition  of  farm  population,  adopted 
by  the  Bureau  of  the  Census  and  the  Department  of  Agriculture  in 
1960,  excluded  about  5  million  persons  living  in  rural  areas  who 
formerly  were  counted  in  the  farm  population.  The  new  definition 
places  the  farm  population  at  15,635,000  in  1960,  compared  with 
20,541,000  under  the  old. 

Estimates  of  income  of  the  farm  population  are  now  published  on  a 
personal  income  basis,  thus  permitting  direct  comparisons  with  the 
personal  income  estimates  published  regularly  by  the  Department  of 
Commerce  in  its  estimates  of  national  income. 
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One  issue  of  Agricultural  Economics  Research  explored  a  new 
concept  of  income  parity.  It  examined  the  implications  of  defining 
parity  income  as  that  income  which  would  yield  returns  to  the  capital 
and  labor  engaged  in  agriculture  equal  to  those  earned  by  similar  re- 
sources in  the  nonf  arm  segment  of  the  economy. 

EES  published  An  Economic  Study  of  the  U.S.  Potato  Industry. 
It  delineates  the  serious  economic  problem  produced  by  sharply 
fluctuating  farm  prices  and  income — these  in  turn  resulting  from  ups 
and  downs  in  output  and  general  overproduction  operating  on  a  com- 
modity of  highly  inelastic  demand.  Per  capita  consumption  of  pota- 
toes, after  declining  for  some  40  years,  leveled  off  in  the  1950's,  with 
increased  processing  and  stepped-up  merchandising  of  both  fresh 
and  processed  products.  The  study  presents  several  possible  ap- 
proaches for  achieving  more  stable  and  equitable  prices  and  income 
to  growers  in  the  future. 

Analyzing  Foreign  Markets. — Substantial  progress  is  being  made 
in  analyzing  foreign  economic  development  in  its  relation  to  sales  of 
farm  products,  changes  in  U.S.  and  world  trade  in  farm  products, 
implications  of  foreign  policies  and  programs  on  the  competitive 
position  of  U.S.  farm  products,  and  the  efficient  use  of  excess  U.S. 
food  production  capacity  in  economic  development  abroad. 

A  study  in  progress  indicates  that  foreign  markets  for  U.S.  farm 
products  expand  with  economic  development  and  higher  income  levels 
in  foreign  countries.  Thus  preliminary  estimates  for  the  low-income 
countries,  excluding  the  communist  trade  area,  show  that  each  10  per- 
cent rise  in  per  capita  income  from  1938-40  to  1959-60  was  associated 
with  a  16  percent  increase  in  the  value  of  annual  agricultural  imports 
per  capita  from  the  United  States.  In  the  26  high-income  countries 
a  10-percent  rise  in  per  capita  income  was  associated  with  a  14-percent 
rise  in  agricultural  imports.  The  low-income  countries  took  33  per- 
cent of  our  agricultural  exports  in  1959-60.  The  26  high-income 
countries  took  64  percent. 

World  supply  and  requirements  for  major  agricultural  products  in 
1962  and  1966  were  projected  in  the  World  Food  Budget.  Major 
world  deficiencies  exist  for  food  grains,  animal  proteins,  and  edible 
oils  and  fats,  which  cannot  be  filled  by  domestic  production  in  the 
importing  countries.  Long-range  projections  of  supply  and  demand 
are  being  made  country  by  country,  based  on  economic  studies  in 
depth.  Studies  completed  in  this  area  provide  detailed  information 
on  the  future  food  and  fiber  import  needs  of  the  United  Kingdom, 
Italy,  Austria,  India,  Philippines,  Nigeria,  the  West  Indies,  and 
Israel.  They  indicate  both  an  expansion  of  farm  output  and  increased 
consumer  demand  for  selected  higher  priced  products,  including  some 
imported  products.  Some  of  these  the  United  States  already  exports 
in  volume.  Others  could  be  produced  for  export  in  greater  volume 
as  our  producers  and  trade  become  increasingly  export  minded. 

A  "basebook"  of  agricultural  trade  and  financial  trends  has  been 
completed.  The  European  Common  Market  countries  and  Greece 
(now  an  associate)  take  over  $1.2  billion  worth  of  U.S.  farm  ex- 
ports. The  use  of  the  variable  import  levies  is  likely  to  affect  signifi- 
cantly U.S.  exports  of  wheat  and  flour,  feed  grains,  poultry  and  eggs, 
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and  pork.  These  commodities  represented  36  percent  of  our  agricul- 
tural exports  to  the  Common  Market  in  1961. 

ERS  intensified  research  on  the  outlook  for  U.S.  agricultural 
exports  as  affected  by  development  of  the  European  Economic  Com- 
munity, the  Latin  American  Free  Trade  Area  and  the  Central  Amer- 
ica Free  Trade  Area,  as  well  as  the  prospective  formation  of  common 
markets  or  free  trade  areas  now  under  discussion  in  other  parts  of 
the  world.  TTe  foresee  greater  consumer  purchasing  power  but  also 
keener  competition  from  domestic  producers  for  our  farm  products 
in  the  European  Economic  Community,  since  EEC  farm  policy  tends 
to  stimulate  intracommunity  agricultural  production.  Admission  of 
the  United  Kingdom  to  the  EEC  would  involve  important  changes  hi 
Commonwealth  trade  patterns  and  probably  increased  competition  for 
the  United  States  from  other  Temperate  Zone  producers. 

Exports  of  principal  Common  wealth  farm  products  to  European 
Economic  Community  countries  and  the  United  Kingdom  amounted 
to  50  percent  of  all  such  exports  in  1961.  During  the  same  year  we 
shipped  32  percent  of  our  agricultural  exports  to  the  EEC  and  United 
Kingdom. 

Other  Research  and  Surveys. — During  1962,  the  Department  re- 
leased three  reports  in  its  series  of  studies  on  the  agricultural  exemp- 
tion provisions  in  Part  II  of  the  Inter-State  Commerce  Act.  document- 
ing the  importance  of  the  exemption  in  timely  and  economical  market- 
ing of  agricultural  products.  These  were  The  Bole  of  Truck  Brofa  rs 
in  the  Movement  of  Exempt  Agricultural  Commodities,  Costs  of  Agri- 
culturally Exempt  For-Hire  Truckers — A  Pilot  Study,  and  Gharac- 
feristics  of  Agriculturally  Exempt  For-Hire  Truckers. 

Research  was  conducted  to  provide  information  to  help  agricultural 
groups  promote  farm  products  more  effectively.  Producer  groups 
are  using  these  research  findings  in  revising  and  redirecting  their 
self-help  promotional  activities,  especially  those  groups  with  limited 
staffs  or  limited  financial  resources. 

Surveys  of  retail  food  store  sales  and  household  food  consumption 
by  low  income  families  measured  the  effectiveness  of  the  Pilot  Food 
Stamp  Program  in  expanding  food  consumption  by  needy  families 
and  increasing  food  sales  at  the  retail  level.  Additional  surveys  con- 
ducted in  two  of  the  original  pilot  areas  during  April-May  1962. 
almost  a  year  after  initiation  of  the  Food  Stamp  Program,  showed 
retail  food  store  sales  averaged  7  percent  higher  than  before  food 
coupons  were  available. 

Research  in  market  potentials  identified  animal  feeds  as  the  largest 
single  new  market  for  fats  and  oils.  Prospects  look  bright  for  adding 
more  fats  in  feeds.  Economists  report  potential  use  of  fats  in  mixed 
feeds  could  increase  to  1.4  billion  pounds  a  year  in  the  next  decade. 

New  crops,  grown  for  industrial  use  markets,  offer  new  sources  of 
farm  revenue.  Several  new  crops  may  be  offered  for  farmers  to  grow 
on  land  formerly  used  to  produce  grains,  cotton,  or  other  surplus  com- 
modities, and  experimental  yields  show  these  new  crops  may  pay  a 
return  from  the  marketplace  equal  to  that  now  received  for  surplus 
crops. 

The  commercial  possibilities  of  dehydrofrozen  apple  slices  appear 
to  be  excellent.   Dehydrofrozen  apples,  with  50  percent  of  the  weight 
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and  volume  removed,  compare  favorably  in  quality  with  regularly 
frozen  apples,  yet  incorporate  some  of  the  economic  advantages  of 
dehydrated  products. 

Today,  at  least  eight  commercial  firms  are  processing  dehydrof rozen 
apple  slices,  and  others  are  investigating  the  possibilities  of  dehydro- 
freezing  apples.  Several  national  and  regional  chains  have  adopted 
this  new  product  in  their  baking  operations.  The  dehydrofreezing 
process  has  also  been  used  successfully  on  other  products  such  as  peas, 
carrots,  pimentos,  and  cherries. 

Research  on  the  operation  of  major  cotton  markets  has  led  to  several 
recommendations  for  improvement  in  establishing  cotton  prices. 
Among  these  are :  Reducing  the  number  of  officially  designated  mar- 
kets from  14  to  10 ;  reducing  the  number  of  cotton  grades  and  staples 
on  which  markets  must  quote  prices  regularly  and  revising  the  orga- 
nization and  membership  of  the  quotation  committees  to  assure  better 
representation  of  market  interests. 

Studies  of  feed-financing  contracts  between  livestock  farmers  and 
feed  manufacturers  reveal  that  this  type  of  integration  may  be  un- 
profitable for  manufacturers.  Success  depends  on  efficient  manage- 
ment and  the  prospects  of  losses  on  contract  feeding  programs  may  be 
undesirably  high. 

While  Federal  lamb  grades  were  not  a  factor  in  the  1958-61  lamb 
price  decline,  their  impact  on  lamb  marketing  is  important.  They 
promote  competition  by  helping  small  firms  compete  with  the  large. 
They  lower  marketing  costs.  They  help  the  pricing  system  encourage 
production  of  desirable  lambs.  And  they  help  consumers  consistently 
to  find  the  kind  of  lamb  they  prefer. 

The  Department  recently  made  its  first  estimate  of  the  grade  compo- 
sition of  barrows  and  gilts  slaughtered  in  the  United  States.  In  a 
survey  covering  the  period  September  1960  through  August  1961,  33 
percent  of  our  slaughter  barrows  and  gilts  were  in  the  top  U.S.  grade. 
However,  there  is  still  room  for  improvement.  It  is  estimated  that, 
using  U.S.  grades,  around  70  percent  of  Canadian  barrows  and  gilts 
would  grade  as  either  U.S.  No.  1  or  Medium. 

Preliminary  findings  of  milk  price  wars  show  they  are  not  entirely 
destructive.  Many  price  wars  play  a  part  in  bringing  about  changes 
in  distribution  methods  or  in  price  structures  that  have  resisted  change 
too  long.  The  final  report  will  aid  in  the  development  of  public  and 
industry  policy  to  lessen  the  destructive  aspects  of  price  wars. 

Statistical  Reporting  Service 

In  addition  to  the  "Situations''  and  other  studies,  agriculture  needs 
regularly  scheduled  reports  on  farm  production,  prices,  employment, 
and  other  aspects  of  the  Nation's  agricultural  economy. 

The  Statistical  Reporting  Service  issued  an  average  of  two  such 
reports  each  day  throughout  the  year  to  guide  farmers  and  farm- 
connected  businesses.  More  than  9,000  additional  reports  were  issued 
by  the  43  State  offices  serving  all  50  States. 

These  data  covering  all  phases  of  agriculture — crops,  livestock,  and 
prices — were  based  mainly  on  volunteer  reports  from  thousands  of 
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farmers  and  other  persons  throughout  the  country  who  recognize  the 
pressing  need  for  facts,  not  guesswork,  in  agriculture. 

New  and  Better  Reports. — Several  new  series  of  reports  were  started. 
Two  States  added  to  the  quarterly  report  of  cattle  on  feed  brought 
the  total  to  28.  One  State  was  added  to  the  monthly  cattle  on  feed 
program  and  two  to  the  annual  January  1  survey. 

To  aid  the  cattle  industry  further  the  Service  began  to  issue  a  report 
indicating  growth,  percent  of  wheat  acreage  with  sufficient  growth 
for  pasture,  and  carrying  capacity  of  winter  wheat  pastures  in  the  fall 
months  for  the  Kansas-Texas-Oklahoma  area. 

Improvements  in  crop  reporting  were  given  high  priority.  The 
Service  changed  the  monthly  corn  production  forecast  to  estimate  the 
more  meaningful  "corn  for  grain"  production  rather  than  the  previ- 
ously estimated  "all  corn"  production.  In  the  past,  corn  for  grain 
production  was  estimated  only  at  the  year's  end. 

Separate  estimates  of  Durum  wheat  stocks  were  begun  and  in- 
corporated in  the  quarterly  grain  stocks  release. 

Hawaiian  sugarcane  estimates,  important  because  of  recent  changes 
in  the  sugar  supply  pattern,  Alaska's  livestock  inventory,  and  calf 
and  lamb  crop  estimates,  were  also  incorporated  in  the  regular  release 
program. 

SRS  began  a  new  series  of  reports  covering  seven  berry  crops  in 
Washington  and  Oregon.  These  show  the  estimated  acreage  for 
harvest,  the  forecast  of  production  of  the  early  maturing  berry  crops, 
and  the  forecast  of  blackberry  production. 

The  annual  report  of  production  and  sales  of  cut  flowers  and  nursery 
products  was  reinstated  after  a  lapse  of  1  year  and  covered  six  States. 

For  the  first  time  a  monthly  report  was  started  giving  by  individual 
States  the  fresh  market  vegetable  prices  received  by  farmers.  Previ- 
ously, only  U.S.  averages  were  published  monthly. 

In  September  1961,  SRS  began  monthly  reports  on  the  average 
price  and  milk  fat  test  of  manufacturing  grade  milk  by  farmers  in  the 
Minnesota-Wisconsin  area.  This  modernized  basic  pricing  of  all 
classes  of  milk  in  the  Chicago  market  milk  areas.  Rapidly  expanding 
to  other  marketing  areas  such  reports  were,  by  August  1962,  being 
used  in  the  basic  pricing  formula  by  68  Federal  order  milk  markets. 

A  series  of  reports  on  the  average  prices  farmers  received  for 
turkey  eggs  for  hatching  in  the  United  States  was  prepared  for  the 
1951-60  period  for  use  in  connection  with  a  proposed  Federal 
Marketing  Order. 

Aids  to  Other  Agencies. — Responding  to  the  request  of  the  Agricul- 
tural Stabilization  and  Conservation  Service  engaged  in  administer- 
ing the  1962  Feed  Grain  Program  and  Wheat  Program,  SRS  prepared 
county  estimates  of  barley,  corn,  sorghum,  and  wheat  acreage  and 
yield  for  the  1958-60  period  for  each  State  concerned. 

In  cooperation  with  other  agencies  of  the  Department,  SRS  made 
a  special  tabulation  for  the  Peanut  Advisory  Committee  showing 
grades  mid  types  of  peanuts  used  in  primary  products  by  States  and 
regions  for  1956-60.  At  the  request  of  the  Federal  Crop  Insurance 
Corporation,  SRS  made  estimates  of  rice  varieties  by  States. 

The  Service  cooperated  with  t lie  Department  of  Labor  on  several 
nationwide  statistical  projects,  acting  as  the  data  collection  agency. 
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One  survey  provided,  for  the  first  time,  data  on  wage  levels,  weekly 
hours  of  work,  overtime  pay  standards,  and  seasonality  of  operations 
in  industries  handling  and  processing  agricultural  products. 

Another  survey  covered  rural  family  expenditures  needed  to 
modernize  the  cost  of  living  index.  Data  collected  by  interviewing  a 
representative  sample  of  4,200  rural  farm  and  nonfarm  families 
in  38  States  revealed  detailed  information  on  income,  savings,  and 
expenditures. 

SKS  helped  the  Foreign  Assistance  Program  by  conducting  a  year- 
long instruction  program  for  foreign  nationals  on  the  details  of  our 
agricultural  estimating  methods.  In  addition,  the  agency  programed 
a  weekly  illustrated  lecture  on  the  Nation's  economy  that  was  seen  by 
860  foreign  visitors. 

The  pilot  food  stamp  plan  was  evaluated  on  the  basis  of  reactions 
from  coupon  users,  the  general  public,  welfare  workers  and  retail  store 
operators  in  two  areas.  Based  on  these  data,  a  number  of  changes 
were  made  in  the  program. 

A  study  was  started  for  the  OCDM  of  the  Defense  Department  to 
determine  food  supplies  in  households  at  a  given  time — thus  pro- 
viding a  better  evaluation  of  the  civilian  food  supply  in  the  event  of 
enemy  attack. 

The  Service  helped  set  up  taste  tests  and  a  household  survey  in 
West  Germany.  This  will  help  Florida  processors  to  determine  the 
most  desirable  level  of  sugar  and  acid  in  canned  single-strength  citrus 
juice  for  export  to  West  Germany. 

A  report  on  the  effect  of  quality  differences  on  consumer  preferences 
for  frozen  french-fried  potatoes  will  aid  in  developing  grade 
standards. 

Imported  Estimating  M ethods. — Notable  progress  was  made  in  mod- 
ernizing and  improving  the  accuracy  of  estimating  methods.  This 
involved  enumerative  surveys  providing  a  more  solid  foundation  for 
estimates  and  forecasts  based  on  mail  questionnaires. 

An  enumerative  survey  was  conducted  in  June  in  20  States  on  an 
operational  basis  and  in  10  States  on  a  small  pilot  basis.  Calcula- 
tions of  estimates  and  sampling  errors  were  available  to  aid  in  pre- 
paring crop  acreage  and  livestock  numbers  estimates.  In  this  June 
surve}^  various  land  "segments"  were  scientifically  selected  for  visits 
by  trained  enumerators.  The  enumerators  interviewed  all  farmers  in 
these  segments  to  get  precise  data  on  numbers  of  farms,  land  utiliza- 
tion, acreage  in  various  crops,  numbers  of  family  and  hired  workers, 
wages  paid,  numbers  of  livestock  and  poultry,  and  grain  in  storage. 
In  December  surveys  were  continued  in  25  States. 

Also  during  the  year  the  Service  made  objective  yield  surveys  on 
corn  in  23  States,  on  cotton  in  13  States,  on  soybeans  hi  12  States,  and 
on  wheat  in  9  States.  During  the  growing  season  counts  and  measure- 
ments of  crop  characteristics  on  small  plots  were  made  by  trained 
enumerators  to  indicate  growing  season  condition  and  prospective 
yields.  The  plots  were  then  harvested  at  maturity  and  the  produc- 
tion determined.  Objective  yields  were  continued  on  an  experimental 
level  for  sorghum,  and  exploratory  work  began  on  sour  cherries  in 
four  States. 
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For  the  first  time  electronic  machine  calculations  on  objective  yield 
survey  data  for  wheat  were  used  in  setting  yield  estimates. 

PLANNING  FOR  DEFENSE 

Increased  international  tension  during  the  Cuban  crisis  caused  an 
acceleration  of  defense  activity.  The  Department,  as  a  result,  stepped 
up  its  preparedness  to  meet  a  possible  defense  emergency.  The  as- 
signments of  defense  responsibilities  in  the  Department  were  clarified. 
A  special  assistant  to  the  Secretary  coordinates  all  defense  mobiliza- 
tion and  natural  disaster  operations. 

The  USD  A  is  responsible,  in  emergency,  for  controlling  the  produc- 
tion, processing,  storage,  and  distribution  of  food  through  State  and 
local  government,  guarding  against  fire  damage  in  rural  areas,  and 
determining  the  need  for  stockpiling  food. 

USDA  State  and  County  Defense  Boards  have  been  established  to 
operate  in  case  of  emergency,  and  they  are  being  trained  to  direct 
emergency  agricultural  operations.  If  cut  off  from  national  or  State 
officials,  they  are  authorized  and  prepared  to  operate  independently 
until  direction  is  restored. 

A  program  in  cooperation  with  the  Office  of  Civil  Defense  is  under- 
way to  instruct  farmers  and  other  rural  people  on  how  to  protect 
themselves  and  their  agricultural  resources  from  the  effects  of  a  nu- 
clear attack.  After  an  attack,  USDA  Defense  Boards  would  also  help 
farmers  to  obtain  supplies  and  equipment  to  continue  essential  produc- 
tion of  food. 

We  have  increased  our  capacity  for  monitoring  radioactive  fallout. 
The  Soil  Conservation  Service,  Forest  Service,  Agricultural  Market- 
ing Service,  and  Agricultural  Research  Service  have  detection  facili- 
ties at  3,400  locations  and  have  8,800  trained  monitors.  The  training, 
under  ARS  direction,  will  be  continued.  USDA  field  people  are  being- 
taught  to  recognize  the  effects  of  fallout  in  determining  the  proper 
use  of  soil  and  water  in  an  emergency. 

Research  on  countermeasures  to  minimize  radioactive  fallout  in  the 
food  supply  includes  research  on  the  ion-exchange  process  for  the  re- 
moval of  strontimn-90  from  milk;  and  how  to  reduce  decontamination 
of  soil.  Radioactive  iodine,  which  has  a  relatively  short  half-life,  re- 
ceived increased  attention.  We  began  studies  to  measure  the  effective- 
ness of  using  stored  feed  in  preventing  contamination  of  milk. 

We  have  intensified  our  efforts  to  provide  information  to  farm 
people  not  only  on  how  to  survive  a  nuclear  attack  but  how  to  protect 
crops  and  livestock  against  radiological,  chemical,  and  bacteriological 
warfare.  Wide  distribution  has  been  given  to  Radioactive  Fallout  on 
the  Farm  (Farmers  Bulletin  2107),  Family  Food  Stockpile  for  Sur- 
vival (Home  and  Garden  Bulletin  77) ,  Rural  Fin  Defense  (PA-517), 
Full  out  and  Your  Food  (PA-515),  Protection  of  Food  and  Agricul- 
ture Against  Nuclear  Attack  (Agriculture  Handbook  2:U),  and  A 
Leader's  Guide  to  Agriculture's  Defense  Against  Biological  Warfan 
I  Special  Report  22-75).  Leaflets  have  been  distributed  to  farm  ma- 
chinery and  fertilizer  dealers  explaining  their  responsibilities  in  an 
emergency.  Several  oilier  publications  dealing  with  agriculture  de- 
fense plans  are  soon  to  be  released. 
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The  Forest  Service  conducted  training  courses  in  fire  management 
and  control  for  Government  officials.  A  National  Rural  Fire  Defense 
Committee  and  similar  State  committees  were  organized  hi  coopera- 
tion with  Federal,  State,  and  private  agencies.  The  Forest  Service  is 
also  conducting  research  on  fire  storms  and  mass  fires  which  can  result 
from  nuclear  bomb  explosions;  how  weather  affects  these  fires,  and 
ways  to  detect  and  measure  the  spread  of  such  conflagrations.  Twelve 
pilot  projects  are  underway  to  obtain  cost  information  and  study 
space  requirements  for  fallout  shelters  in  Forest  Service  buildings. 

Surveys  are  going  forward  on  where  food  stocks  are  located.  One 
study  indicated  that  about  5  out  of  10  American  families  had  at  least 
a  2- weeks'  supply  of  food  on  hand,  while  about  2  families  in  10  had 
less  than  1  week's  supply.  A  study  of  the  location  of  wholesale  food 
supplies  and  the  quantities  normally  on  hand  is  nearing  completion. 

A  Food  Management  Policy  Board  was  created  by  the  Agricultural 
Marketing  Service  to  advise  the  Administrator  on  the  handling  of  the 
food  supply  in  an  emergency. 

In  a  defense  emergency  the  survival  of  this  Xation  could  well  de- 
pend on  its  ability  to  maintain  necessary  supplies  of  food  and  fiber. 
Planning  for  defense  in  this  field  is,  therefore,  a  broad  and  vitally 
necessary  endeavor. 

REVIEW  AND  OUTLOOK 

As  we  have  seen,  1962  was  a  year  of  upswing  in  U.S.  agriculture, 
of  continuing  and  more  vigorous  use  of  abundance,  and  of  successful 
production  adjustment  programs  for  feed  grains  and  wheat.  It  was 
a  year  in  which  unprecedented  efforts  were  launched  to  develop  alter- 
native sources  of  income  in  rural  America,  thus  marking  a  new  direc- 
tion in  agricultural  policy.  It  was  also  a  year  in  which  the  Congress 
enacted  more  vitally  important  agricultural  legislation  than  in  any 
other  session  since  the  1930's.  It  was,  finally,  a  year  of  real  hope  that 
the  gains  of  1961  could,  and  would,  be  continued  and  enlarged  in  the 
future. 

Farm  Output 

Total  production  of  crops  and  livestock  in  1962  set  another  new 
record — despite  the  smallest  acreage  harvested  in  more  than  50  years. 

Increased  participation  in  the  Feed  Grain  Program  and  a  substan- 
tial decline  in  wheat  acreage  under  the  Wheat  Stabilization  Program 
were  primary  factors  in  reducing  planted  acreage  of  the  59  major  crops 
to  302  million  acres,  the  lowest  since  1929,  the  first  year  of  record. 
Harvested  acreage  of  288  million  was  also  the  smallest  of  record. 
Yields  per  acre,  however,  were  the  highest  ever,  about  -1  percent  above 
1961  and  13  percent  above  1957-59. 

A  16-percent  acreage  reduction,  offset  in  part  by  a  4%-percent  rise 
in  yield  per  acre,  cut  wheat  production  12  percent  to  1.1  billion  bushels, 
lowest  since  1957.  Winter  wheat  production  fell  from  1,075  million 
bushels  to  816  million.  But  favorable  weather  in  the  spring  wheat 
area,  in  contrast  to  the  1961  drought,  pushed  yields  to  record  levels 
and  production  rose  from  160  million  bushels  to  275  million. 
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A  slight  increase  of  18  million  bushels  in  corn  production  plus 
larger  output  of  grain  sorghums,  oats,  and  barley  raised  total  ton- 
nage of  the  four  feed  grains  to  143.1  million  tons,  nearly  2  percent 
above  1961.  The  3.6  billion-bushel  com  crop  in  1962  was,  however, 
the  second  smallest  since  1958.  Generally  excellent  weather  and  the 
late  appearance  of  killing  frosts  helped  push  the  average  yield  of  corn 
to  64.1  bushels,  more  than  2  bushels  above  the  old  record  of  62.0  bushels 
established  a  year  earlier. 

Although  acreage  of  soybeans  was  a  record  27.9  million,  production, 
at  about  675  million  bushels,  was  down  slightly  from  a  year  earlier. 
Limited  moisture  and  excessive  temperatures  cut  average  yields  to 
24.2  bushels  per  acre,  1.0  bushels  below  1961. 

Higher  average  yields  on  slightly  lower  acreage  pushed  cotton 
production  in  1962  to  14.7  million  bales,  up  over  400,000  bales  from 
1961. 

The  highest  tobacco  yields  of  record  (1,843  pounds  per  acre) 
brought  the  1962  crop  to  2,261  million  pounds,  up  one-tenth  from 
1961. 

Production  of  meat  animals  and  dairy  products  in  1962  offset  a 
decline  in  poultry  products  so  that  livestock  production  held  the  high 
level  of  1961,  remaining  about  7  percent  above  the  1957-59  average. 

Marketings  of  cattle  and  calves  for  slaughter  in  1962  were  up 
slightly  from  1961.  Nevertheless,  the  cattle  inventory  at  the  end  of 
1962  was  a  record  high.  Sales  of  hogs  for  slaughter  were  also  a  little 
higher  than  in  1961,  as  marketings  above  a  year  earlier  in  the  first 
half  of  1962  more  than  offset  smaller  marketings  in  the  last  half. 
The  two  pig  crops  in  1962  totaled  about  1  percent  higher  than  the  1961 
crops.  Total  red  meat  production  in  1962  was  about  29  billion 
pounds,  up  approximately  350  million  from  1961. 

Milk  production  in  1962  was  about  1  billion  pounds  higher  than  the 
125.5  billion  turned  out  in  1961,  as  another  increase  in  production  per 
cow  more  than  offset  a  small  decline  in  the  number  of  milk  cows.  Use 
of  milk  in  commercial  outlets  declined  slightly  again  in  1962. 

Farmers  raised  317  million  young  chickens  in  1962,  8  percent  less 
than  in  1961  and  the  lowest  of  record.  Egg  production  from  a  slightly 
larger  laying  flock  was  up  over  1  percent. 

Production  of  broilers  was  up  slightly  from  1961,  while  output  of 
turkeys,  heavily  overproduced  in  1961,  fell  15  percent. 

Review  of  Food  Situation 

Domestic  food  use  of  farm  commodities  reached  another  alltime 
high  in  1962,  as  food  consumption  per  capita  was  maintained  at  the 
level  of  recent  years  (about  13  percent  above  the  prewar  1935-39 
average)  while  population  increased  1.6  percent  from  1961.  Retail 
food  prices  averaged  about  the  same  as  in  1961  with  prices  for  foods 
from  crops  slightly  higher  and  those  from  livestock  a  little  lower. 

Meat  supplies  for  consumption  were  a  little  larger  than  in  1961,  and 
about  in  line  with  population  growth.  Both  beef  and  pork  supplies 
were  larger,  but  poultry  supplies  for  consumption  were  down  from  the 
record-high  levels  of  1961,  especially  in  the  second  half  of  1962.  Con- 
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sumption  of  eggs  per  capita  continued  to  drop  despite  lower  retail 
prices. 

Fresh  vegetable  supplies  decreased  in  1962  from  the  1961  level  partly 
because  of  freeze  damage  to  winter  vegetables.  Consequently,  con- 
sumption of  fresh  vegetables  per  capita  was  down  moderately,  but 
large  supplies  of  processed  vegetables  were  available.  Supplies  of 
potatoes  were  slightly  higher  than  in  1961  because  of  the  larger-than- 
usual  carryover.  The  continued  increase  in  the  use  of  processed  po- 
tatoes helped  to  boost  potato  consumption  per  person  slightly  above 
the  1961  rate  Larger  supplies  of  citrus  fruit  and  processed  fruits  in 
1962  offset  the  smaller  supplies  of  some  noncitrus  fruits  curtailed  by 
winter  freeze  damage  in  late  1961  and  early  1962.  Food  fats  and  oils 
were  in  larger  supply  than  the  year  before  and  supplies  of  most  grains 
for  cereal  and  bakery  products  continued  to  exceed  domestic  demand 
and  exports. 

Looking  Ahead 

We  look  for  a  continued  high  level  of  food  supplies  in  1963  together 
with  further  improvement  in  the  general  agricultural  situation.  Cash 
receipts  may  be  a  little  larger  than  in  1962,  due  to  increased  market- 
ings of  livestock  and  livestock  products.  If  this  is  accompanied  by 
a  slight  rise  in  production  costs,  as  is  expected,  total  realized  net  farm 
income  will  continue  at  about  the  same  level  as  that  of  1962.  But 
there  will  be  another  rise  in  net  income  per  farm  as  well  as  in  per 
capita  income  from  farm  and  nonf arm  sources. 

We  look  for  increased  total  farm  output — because  of  more  live- 
stock— but  this  will  be  accompanied  by  a  rise  in  domestic  consump- 
tion at  least  proportional  to  population  growth.  Actually,  we  expect 
per  capita  consumption  of  food  to  increase  slightly.  Exports  of  farm 
products  should  maintain  their  record  level. 

As  we  turn  to  the  more  distant  future,  it  is  obvious  that  American 
agriculture  will  bear  a  responsibility  heavier  perhaps  than  it  has  ever 
shouldered  before.  This  heavier  responsibility  stems  from  the  fact 
that  now  more  than  ever  before  our  agriculture  can  provide  an  ample 
abundance  of  high  quality  food  and  fiber  for  all  of  our  citizens — and 
much  more  besides.  It  stems  from  the  further  fact  that  millions  of 
persons  throughout  the  world  now  deprived  of  adequate  nutrition 
can,  with  the  help  of  our  abundance  and  agricultural  know-how,  raise 
themselves  to  a  position  in  which  they  too  will  have  food  and  fiber 
sufficient  for  health,  vigor,  and  efficiency.  And  finally,  this  weightier 
responsibility  flows  from  the  fact  that  it  is  in  the  agricultural  part  of 
the  economy  that  the  pragmatic  difference  between  the  free  economy 
and  the  Communist  economy  is  most  clearly  and  spectacularly 
portrayed. 

Our  family  owned  and  operated  agriculture  can  be  the  free  world's 
most  powerful  instrument  in  making  democracy,  not  communism,  the 
progressive  force  of  the  1960's. 

American  agriculture  is  fully  capable  of  meeting  its  new  and  heavier 
responsibilities  to  the  Nation  and  the  free  world — if  the  Nation  meets 
its  responsibilities  to  agriculture.  The  Nation,  however,  does  not  and 
cannot  fulfill  its  responsibility  to  agriculture  by  a  continual  patching 
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up  of  old  farm  programs.  In  the  interests  not  only  of  agriculture, 
but  of  the  whole  country,  what  is  needed  is  a  truly  complete,  compre- 
hensive, unified  and  organized  program  of  agricultural  policy. 

Such  a  policy  must  be  directed  toward  basic  goals. 

It  must  assure  a  continued  abundance,  at  fair  and  stable  prices,  of 
food  and  fiber,  including  reserves  adequate  to  meet  any  foreseeable 
emergency,  while  it  avoids  the  waste  that  results  from  production  of 
more  than  we  can  use. 

It  must  do  this  within  a  framework  that  Avill  assure  the  efficient 
family  farmer  an  opportunity  to  earn  a  fair  income,  without  exploita- 
tion of  either  the  taxpayer  or  the  consumer;  and  at  the  same  time  it 
must  seek  to  solve  the  very  different  income  problem  on  submarginal 
land  and  in  depressed  rural  areas,  where  not  even  100-percent  parity 
prices  would  bring  a  decent  income. 

The  problem  of  adequate  income  in  rural  America  has  these  two 
aspects :  On  the  one  hand,  there  is  the  low  income  that  results  from 
chronic  overproduction  and  the  inability  of  the  market  to  absorb  at 
a  fair  price  all  that  our  efficient  farms  can  easily  produce.  On  the 
other,  there  is  the  rural  poverty  which  can  be  met  effectively  only  by 
educational  and  sociological  as  well  as  economic  measures. 


Farm  Output  Per  Man-Hour 
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Efforts  to  increase  nonagricultural  income  in  rural  America  must 
work  hand  in  hand  with  programs  to  improve  farm  prices  and  agri- 
cultural income.  Progress  on  both  must  be  made  if  we  are  to  reach 
our  goals. 
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Finally,  as  our  agricultural  program  makes  its  contribution  to  a 
sound  overall  domestic  economy,  it  must  seek  to  promote  the  maximum 
use  of  our  agricultural  productivity  to  promote  progress  and  freedom 
in  the  world. 

For  a  Nation  as  resourceful  as  America,  these  goals  are  not  too 
ambitious.   They  can  be  achieved  if  the  Nation  will  do  three  tilings  : 

1.  Face,  honestly  and  realistically,  the  tremendous  changes  that  the  techno- 
logical revolution  has  brought  about  in  agriculture,  and  gear  its  agricultural 
policies  to  the  new  economy  of  abundance  that  is  both  a  great  problem  and  a 
great  hope  for  the  years  ahead. 

2.  Formulate  agricultural  policies  and  programs  not  only  in  terms  of  the  needs 
of  our  citizens  here  at  home,  but  also  in  terms  of  our  relationships  with  the  rest 
of  the  world,  under  the  conditions  that  prevail  in  the  world  today. 

3.  Achieve  the  degree  of  public  understanding  that  is  essential  for  the  adop- 
tion of  such  policies  and  programs.  This  requires  an  avoidance  of  stereotyped 
thinking  based  on  cliches,  prejudices,  and  terminologies  alien  to  American 
thought  and  experience.  Cloudy  semantics  have  caused  much  confusion  about 
agriculture  in  the  public  mind. 

Far  too  few  Americans  realize  the  tremendous  significance  of  the 
changes  brought  about  by  the  scientific  and  technological  revolution  in 
agriculture — a  scientific  and  technological  revolution  that  has  only  just 
begun  and  is  gaining  speed. 

We  must  recognize  two  fundamental  facts.  First,  that  American 
agriculture  is  producing  more  than  we  can  use.  Second,  that  the  de- 
mand for  food  is  inelastic.  If  income  doubles,  consumers  may  buy 
twice  as  many  clothes,  twice  as  many  cars,  or  twice  as  many  TV  sets. 
But  they  can't  eat  twice  as  much  food. 

Even  a  small  surplus  of  food  drives  prices  down.  History  shows 
that  lower  prices  tend  to  cause  the  farmer  to  raise  still  more.  Most 
of  his  expenses  are  fixed.  In  the  absence  of  effective  programs,  the 
only  way  he  sees  to  counteract  lower  prices  is  to  produce  and  sell  more. 
Acting  alone,  the  farmer  has  no  other  choice. 

How  can  we  gear  our  agricultural  policies  to  manage  this 
abundance  ? 

We  cannot  do  it  by  reverting  to  a  policy  of  laissez  f  aire,  abandoning 
all  farm  programs  and  allowing  supply  and  demand  to  determine 
production  and  prices  of  farm  products. 

Several  independent  and  authoritative  studies  agree  that  if  we  were 
to  follow  such  a  policy  today  the  drop  in  farm  income  and  farm 
prices — including  those  of  nonsupported  commodities  such  as  live- 
stock and  poultry,  as  well  as  those  of  grain — would  be  so  sharp  as  to 
be  disastrously  destructive  of  the  farm  economy  and  small  town 
business. 

Even  at  this  cost,  the  problem  would  not  be  solved.  Production 
might  be  lowered  for  a  while,  but  the  continued  trend  of  increasing 
productivity  would  soon  bring  about  a  new  cycle  of  overproduction, 
particularly  in  wheat  and  feed  grains,  on  the  millions  of  fertile  acres 
that  can  be  cultivated  by  fewer  and  fewer  men.  In  the  case  of  many 
other  commodities,  financially  powerful  interests  could  promote 
vertical  integration  and  contract  farming,  thus  controlling  produc- 
tion and  limiting  supplies  to  quantities  that  would  bring  a  profit. 
This  would  be  supply  control  by  private  interests,  and  consumers  as 
well  as  farmers  would  suffer. 
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Analyses  of  all  such  proposals  lead  to  one  conclusion :  An  agricul- 
tural policy  for  today's  world  must  he  based  on  the  principle  of 
supply  management,  ivhereby  agriculture  would  be  provided  with  a 
means  of  doing,  through  Government,  what  most  industry  does  for 
itself  when  it  adjusts  production  to  the  amount  it  can  sell  for  a  profit. 

Supply  management  programs  have  worked  successfully  for  decades 
for  such  commodities  as  tobacco,  cotton,  peanuts,  and  rice.  Supply 
management  programs,  as  applied  by  this  administration  during  the 
past  2  years  to  wheat  and  feed  grains,  have  succeeded  in  decreasing 
our  stockpiles — by  150  million  bushels  of  wheat  and  28  million  tons  of 
feed  grains — while  farm  income  has  been  increased  more  than  10 
percent. 

When  supplies  are  effectively  adjusted  to  needs  at  fair  prices,  Gov- 
ernment operations  in  handling  commodities  can  diminish.  The 
deadening  burden  of  stored  surpluses  and  of  annual  surplus  produc- 
tion will  be  lifted.  Once  surplus  stocks  are  removed,  and  effective 
programs  make  large  annual  commodity  acquisitions  unnecessary, 
Commodity  Credit  Corporation  merchandising  activity  will  decline. 
Our  goal,  therefore,  is  progress  toward  an  agricultural  economy  suffi- 
ciently balanced  so  that  the  role  of  Government  programs  and  pay- 
ments will  progressively  diminish,  yet  sufficiently  productive  and 
flexible  to  meet  any  needs  that  may  arise. 

I  realize  that  the  attainment  of  an  adequate  overall  agricultural 
policy  is  complicated  and  difficult.  It  is  this  which  makes  greater 
public  understanding,  on  the  part  of  national  leaders,  of  farm  groups, 
of  commodity  and  trade  groups,  of  the  farmers  themselves  and  the 
nonf  arm  public  as  well,  absolutely  essential. 

Nevertheless,  I  am  confident  that  through  frank  discussion  of  the 
problems  and  sincere  efforts  to  adjust  differences  of  approach,  the 
Nation  can,  and  will,  develop  an  agricultural  policy  through  which : 
Efficient  farmers  can  attain  fair  incomes  under  conditions  of 
real  freedom — 

American  agriculture  will  continue  to  provide  American  con- 
sumers with  more  and  better  products  at  lower  real  cost  than  ever 
before — 

Rural  areas  can  revive  and  prosper,  and — 

Our  abundant  agricultural  productivity  can  make  its  maximum 
contribution  to  progress  and  freedom  in  the  world. 


U.S.  GOVERNMENT  PRINTING  0FFICEil9«S 


